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WHAT IS AMERICA’S LEADING PORT IN TOTAL TONNAGE ? 
...and what's in it for you? 


Contrary to popular opinion, America’s leading shipping center 
in export-import tonnage is not New York... but Philadelphia! 
What makes it so? Many of the same things which make 
Philadelphia a quality mortgage market for PMBA clients. 
Capital investments since 1952 exceed $8-billion ... with $10- 
billion more slated by 1962. And for good reasons! 
Philadelphia’s 60-mile port serves as a mecca of new, well- 
diversified industry with direct rail-to-ship service to 75 countries. 
Besides being the hub of America’s largest, wealthiest market, 
The Workshop of The World is only overnight from one-third of 
the entire U.S. market—thanks to three major railroads, 400 daily 
flights, 1350 motor carriers and a giant network of super highways. 
No wonder Philadelphia industry is booming and real estate 
values have soared steadily for years, thus enriching any lender’s 
security. Many sound opportunities to put your money to work 
are still available. Contact us now for details. There’s no obligation 


More Lending is Most Logiaal in Philadelphia 








914 PHILADELPHIA NATIONAL BANK BUILDING + PHILADELPHIA 7, PA. 








THE 
WORLD'S 
MOST MODERN 
WIVRMs fC 


Latest example of Security Title’s ability to serve you is the new Los Angeles 
facility. This is the world’s most modern title plant, where up-to-date microfilmed 
records are instantly available to title officers by means of electronic systems. 


This high standard of title insurance service is yours throughout California when 
you specify Security Title. Policies are written in 31 counties, backed by the expe- 
rience of over 1700 Security Title people. 

Put this 40 years of title insurance experience, advanced facilities, and over $27 
million in assets to work for you. Specify Security Title — for fast, friendly, accurate 


title services. SECURITY TUTTLE 


INSURANCE COMPANY 


Home Office / 3444 Wilshire Boulevard, Los Angeles 
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Every Title Insurance and Trust Company Policy is backed by... 


@ a sound, conservative management. 
@ assets of over $75,000,000. “Since 
@ complete land records. 


w America's largest staff of title specialists. ; 
@ over 65 years of experience. 7 oe and 
rust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 
MAdison 6-2411 


1893" 





No wonder a safe, dependable T./. policy is California's 
best safeguard for buyers, builders, sellers and lenders. 


TITLE INSURANCE AND TRUST COMPANY OPERATES THROUGH BRANCHES, AFFILIATES AND SUBSIDIARIES IN 31 CALIFORNIA COUNTIES, AND 
THROUGH OTHER SUBSIDIARY COMPANIES, OFFERS COMPLETE TITLE SERVICE THROUGHOUT THE STATES OF NEVADA, OREGON, WASHINGTON. 


2 THE MORTGAGE BANKER + June 1960 





MBA CALENDAR 


June 19-25, School of Mortgage 
Banking, Courses I and II, North- 


western University, Chicago. 


June 26-July 2, School of Mort- 
gage Banking, Course III, Northwest- 


ern University, Chicago. 


July 24-30, School of Mortgage 
Banking, Course I, Stanford Univer- 


sitv, Stanford, California. 


July 31-August 6, School of Mort- 
gage Banking, Course II, Stanford 


4 


University. Stanford, California. 


October 3-6, 47th Annual Conven- 


tion, Conrad Hilton Hotel, Chicago 


LOOKING AHEAD 

About this time of year the MBA 
Calendar pretty well thins out with 
only the School of Mortgage Banking 
and the annual Convention left but 
it doesn’t mean that plans for meet- 
ings—of which MBA always has a 
goodly number—aren’t going right on. 
In the immediate future, and that 
means before the annual convention, 
are two meetings about which mem- 
bers will be hearing more very soon: 
Conference on Industrial Lending, 

Michigan State University, East 

Lansing 
Conference for Pension Fund Trus- 

tees, New York, September 16 

Both meetings, as their titles indi- 
cate, should prove useful and impor- 
tant events. Watch for the announce- 
ments about them. 

Since MBA’s 1960 series of Con- 
ferences and Clinics has just been 
concluded, members will be interested 
in what is ahead for the first six 
months next year. There will be 
some changes, notably a switch of the 
annual Eastern Mortgage Conference 
to Canada, representing the Associa- 
tion’s first meeting outside the United 
States. Next year the line-up is 
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Midwestern Mortgage Conference, 
Conrad Hilton Hotel, Chicago, Feb- 
ruary 20-21. 

Southern Mortgage Conference, 
Dinkler Plaza Hotel, Atlanta, April 
10-11. 

Eastern Mortgage Conference, 
Queen Elizabeth Hotel, Montreal, 
May 18-19. 

Add to that schedule some servicing 


Clinics which have gone over like a 
house afire the past two years and the 
regular Senior Executives Conferences 
and it looks like another busy meet- 
ing period in 1961. Announcements 
of meetings planned as far away as 
six years from now could be detailed 
here but they might lead to confusion 
so for the moment, let’s concentrate 
on 1961. 
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Your policy from American Title 
provides the most exacting safeguard 
of your mortgage investment. 


CAPITAL, SURPLUS AND . ‘ - . 
TITLE RESERVES IN EXCESS American Title is one of the nation’s 


OF FOUR AND THREE recognized leaders in the 
QUARTER MILLION DOLLARS title insurance industry. 





LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New York, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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banker’s | barometer 


PESSIMIST has been defined as a man who carries 
A an umbrella on a sunny day—an optimist as one 
who spends a rainy day dodging in and out of doorways. 

The investment banker is neither an optimist nor 
a pessimist. He is a realist who knows that it is better to 
be skeptical—and be sure. 

Considering a property loan the banker investi- 
gates all angles—prepares for any emergency, including 
the possibility of a successful legal attack on the validity 
of the title. He also knows that storm-proof protection 


against this element of risk is a TG insurance policy. 


THE TITLE GUARANTEE 
a COMPANY 


CHARTERED IN NEW YORK STATE IN 1883 
HEAD OFFICE... 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 
Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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Your local T-!-C representative was selected for his ability 
to provide professional title service. 


He knows real estate financing procedures and 
problems. . . laws, conditions and customs affecting your area. 
And he is an expert on Title Insurance. 


Through T-1I-C, he offers service on a national basis... 
for transactions outside your locality. 


These are factors that set Title Insurance Corporation of St. Louis 
apart as the firm you'll prefer to do business with! 


T-I-C representatives serve key cities in 13 States: 


Alabama Georgia Lovisiana Nebraska 
Arkansas Indiana Mississippi Oklahoma 
Florida Kansas Missouri W. Virginia 


Illinois (some counties) 


T-1-C is a subsidiary of CHICAGO TITLE & TRUST CO. 


TITLE INSURANCE CORPORATION OF ST.LOUIS 


810 Chestnut St. * St.Louis 1,Mo. * MAin 1-0813 
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~~ POLICY 


Today’s home purchaser needs modern insurance protection at low cost. Now it is 
available ... in one simple policy covering the dwelling, personal property and personal 
legal liability. 

ECONOMICAL ...the savings realized by “One Operation’ handling are passed on 
to the policyholder in the form of reduced cost...up to 25% as compared with the 
cost of specific policies. 


CONVENIENT ... one agent, one company, one expiration date, one premium. 


PRACTICAL ... flexible features permit adjustments in amounts of insurance and 
degrees of coverage to fit a particular need. 


IMPROVED PROTECTION ...new and broader coverage conditions are incorporated 
into the basic policy forms. 





OTHER COVERAGES WRITTEN... 


Fire, Extended Coverage, Windstorm, Tornado, Hail, Inland Marine, Physical Loss, 
Broad Form, Riot, Civil Commotion, Rents, Explosion, Automobile, General Liability, 
Burglary, Earthquake, Comprehensive Personal Liability, Comprehensive Dwelling 











VANGUARD INSURANCE COMPANIES 


Home Office @ 2727 Turtle Creek Blvd. e Dallas 19, Texas 





Pacific Coast Dept. Eastern Dept. Central Dept. (Chicago 
675 South Park View 0 Fulton Street 6819-21 West North Avenue 
Los Angeles 57, Calif New York 38, N. Y Oak Park nois 
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Add them all up, all the survey results, indices, opinions, data 





and statistics, and it comes out this way: as the last half of 1960 
begins, mortgage lending is in a considerably better position than few 
would have predicted six months ago. Widely accepted is the view that 
the peak of spiraling general interest rates has been reached—and 
passed. In some credit areas, the ease has been pronounced but not so 
for mortgages. The change is still slight, and where the change is being 
felt is principally in more funds available for mortgages. As for the 
going rate, call it a 6 per cent market. It's weakening in a few areas, 
in more it's holding at 6 and in many, many more it's considerably 
above that. Discounts are smaller—but slightly smaller. As for VA, 
the word is dormant. All in all, if first half 1960 improvement is 
accelerated in the last half, the rest of the year won't be bad. 


Plans & projects: Many a plan never becomes a project but based 
on plans alone mortgage lending may be in for changes such as it has 
never seen before—proposals which would add almost an entirely new 
dimension. Never before in any similar period (and there have been many 
"big" periods before) have so many things changing so many things 
affecting mortgage lending been proposed as in recent months. Most of 
them aren't going to happen—now; but it's plans not developments 
we're reviewing. The new Rains bill (this is his second this session) 
proposes a new corporation within the Federal Home Loan Bank Board to 
purchase conventional loans from System members, issuing debentures 
against them—the central idea in all central mortgage bank proposals. 
ABA is "studying" a plan to create "an adequate secondary market for 


conventional loans." 











Also on the horizon is the prospect of federal charter of mutual 
savings banks, a device to make them nation-wide and break the confines 
of 520 institutions in only 18 states—mostly in only five states. 

With it is a proposal to make conversion or combination of savings & 
loans into mutual savings banks. Do it through the states?—"difficult 
if not impossible" at the present time, said Bowery'’s President Earle B. 
Schwulst but "it ought to be possible at the federal level." NAMSB will 
sponsor the legislation, via Sen. Sparkman. Reaction from the S & L's: 
"The mere idea of being able to convert saving and loan associations to 
savings banks is not an irresistable idea to many of our people..." 
said U. S. League President W. 0. DuVall. 





Federal Mortgage Investment Companies is the big news, legisla- 
tively. Details of this far-reaching plan have been reported fully to 
members, as have these other developments. It's a simple device, or- 
ganization of federal mortgage investment companies chartered by FNMA 
with not less than a million in capital to buy, sell and service FHA's 
and VA's and conventionals of not less than 75 per cent loan-to-value. 
No "back-door Treasury raid here"—in fact, it's federal sponsorship and 
supervision that's sought, not federal money. It has backing of NAHB 
and NAREB—both of which have long advocated a central market facility— 
as well as MBA, and holds the prospect of opening an entirely new era 
in mortgage lending. These developments, as well as more than a score 
of others all highly important, crowd the present scene, making it just 
about as described: a time of bold and ambitious plans. 
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EPENDABILITY 





All large corporate investors in mortgage 

loans know of Louisville Title’s thoroughness, 
stability and accuracy. That is why many of 

the country’s leading mortgage lenders depend on 
Louisville Title for efficient service in 


insuring real estate titles. 


LOUISVILLE 


TITLE 


INSURANCE 
COMPANY 





LOUISVILLE TITLE 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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Quotes 


Reflections of the World Today in Capsule Comments 





VETO IN HIS EYE 
Said President Eisenhower 


“I’m very definitely opposed to tak- 


ing another billion dollars of federal 


money and making it available for 


direct loans when we don’t need it 


Che 


stimulate housing and I see no reason 


Rains) bill is a very bad way to 


for constantly getting excited about 


housing construction activity.” 


MORTGAGE MEN AGREE 
Said Federal Reserve Board Chair- 
man William McC Martin 
“We ourselves of the 


mistaken notion that it is possible to 


must tree 


arbitrary ceiling on interest 
Che 
that artificial ceilings do not work. We 


the Federal Reserve are 


higher interest rates but 


set an 


rates evidence 1s crystal clear 
not seeking 
or promoung 
we are seeking and promoting an iIn- 
crease In savings in relation to spend- 
ing sO as to properly tune our eco- 


nomic growth to a sustainable pitch.” 


‘LAND TITLE 


SERVICE 
COVERS 


OHIO 





ALLIANCE - CHARDON - CINCINNATI - COLUMBUS ' 


10 THE MORTGAGE BANKER + June 1960 


EASIER CREDIT AHEAD 
With the 
poised and a budget surplus in the 
iffing, Dr. Emerson P. Schmidt, econ- 


omist for the LU’. 8S. Chamber of Com- 


economy more evenly 


merce, said: 
‘In terms of our fiscal situation, the 


Federal Reserve 


position to relax its 


System is 
inflation-control 


now in a 


avoid 


Fed 


restraint program. If we can 


excessive wage settlements, the 
will ease credit further.” 
. 
GROWTH THAT ISN’T GROWTH 
Said Director of the Budget Maurice 
Stans 
‘If we adopt reckless government 


spending to force up our score In an 


international contest measured solely 
in terms of a statistic defined arbi- 
trarily and called the gross national 


product, we could find that we have 
sult 


budget deficits and growing debt, in 


paid a price through inflation, 


iddition to having sacrificed our tra- 


ditional freedoms Then we would 


DAYTON - ELYRIA 


- JEFFERSON - MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 


discover that the growth we have 
been pursuing was more apparent 


than real.” 
. 


LONG LOOK INTO TOMORROW 


Said Leon Kendall, U.S. Savings 
and Loan League economist, at the 
National Industrial Conference Board: 
1961 and 1970, 
average increase in residential 
gage debt will be $15.3 billion. 
$5 billion or almost 
cent over the 1951-60 annual average. 
Furthermore, by 1970 we will require 
an added $18 billion of mortgage 
funds to satisfy the homebuilding and 
home financing needs of Americans. 
Americans will owe over $300 billion 
on home mortgages, almost twice the 
1960 Financial 
may be hard-pressed to meet this de- 
mand for funds. 

“To some, these estimates will ap- 
pear fantastic expectations. Others 
will consider them all too conserva- 
Nevertheless, they do give us a 
starting point for planning. 
emphasize that these are projections 
general expec- 


“Between annual 
mort- 
This 


will be 90 per 


amount. institutions 


tive. 
Let me 


and not predictions 
tations of what may happen rather 
than specific attempts to pinpoint de- 
velopments. 

“We all realize the problems in 
long-range projections. For example, 
1929 rather than 
Suppose we projected our ex- 


suppose this were 
1959 
pectations for the 1930s on the basis 
of the expansion of the *20s. One can 
readily see how wrong we would have 
Similarly, we may be 


been. wrong 







although our hopes appear to 
be more solidly than would 
have been the case in 1929.” 
° 
FACT TO BE FACED 

It’s so broad, so vast, so all-encom- 
passing, but still it’s a fact of life that 
must be faced says Elliott V. 
Bell, editor and publisher of Business 
W eek 

“The United States possesses about 
$19 billion gold. This is 
than other has. 
ever, foreigners now hold just about 


now 
based 


now, 


far more 


any country How- 


$19 billion of short-term dollar as- 
sets for which they could demand 
gold. . . 


“The time has come for some plain 
speaking. This problem has been de- 
veloping for ten years. It has been 


s still seri- 


serious for two years. It 
ous. It will not go away by itself. It 


is real, urgent. If we temporize, de- 


lay, or neglect it, we shall do so to 
our great peril. If our friends abroad 
try to ignore or evade it, they will 
find that they too have done so to 


their peril. 


“There are certain steps we must 


this end we 
understand that keeping costs — in- 


must make our people 
cluding wage costs—in line with eco- 
nomic reality has now become a mat- 
ter of national urgency. 

“When we have done all we must 
do in this respect, there still remains 
a stark choice—either we must have 
from our friends and allies in the free 
world the same sort of cooperation we 
have given them or we shall be forced 
to take 
protect the dollar.” 

+ 
OLD PROBLEM, NEW LOOK 
Said Ernest M. Fisher, professor of 


economics, Columbia 


drastic unilateral action to 


land 
craduate school of 
National Industrial Conference Board: 

“Several times in the post-war pe- 


urban 
business, at the 


riod, Congress has amended the hous- 
legislation or offi- 
cers have amended regulations with 


ing administrative 


the purpose of increasing the numbe 
dwelling A bill 


is now pending in the Senate which 


of new unit ‘starts’ 


would require the President to estab- 


lish each year a ‘quota’ or ‘goal’ ap- 


propriate to assure that the quota o1 


to shift the process of decision-making, 


especially in connection with deter- 
mination of the volume of residential 
the market 


persons, motivated 


construction, from usual 


institutions and 
principally by considerations of prices, 
costs, and profits, to the public ad- 
ministrator or legislator. 

“The 


cisions of public authorities should be 


criteria by which these de- 
governed have not yet become clear. 
rhe criteria which have received most 
discussion are ‘social 


stabilization. It 


attention and 
needs’ and economic 
is argued that a given volume of con- 
struction is ‘necessary,’ either to meet 
the ‘needs’ of the country, and espe- 
cially of the ‘lower income classes’, o1 
to sustain full employment, the gross 
national product, or personal incomes 
or all three. No mention is made in 
these discussions of costs and prices, 
and of their relation to proposed vol- 
ume of construction. 
“The conflicts which 
when the attainment of these objec- 
tives suggests directly opposite actions 


may arise 


on the part of the public authorities 
have been barely mentioned in public 
discussion. They will probably receive 

















take. The efforts now being made to goal will be realized. 
stimulate our exports are good. To “The effect of these trends has been more attention inthe coming decade.” 
_ — ——— - - 
THE OFFICERS AND DIRECTORS OF 


THE 





TITLE GUARANTEE COMP 


and 


THE MARYLAND TITLE GUARANTEE 


take pleasure in announcing 


THE MERGER 


of the two companies under the name 


THE TITLE GUARANTEE COMPANY 


All services continue as usual at offices located at 


ANY 


COMPANY 


Baltimore 2, Md. SA 7-3700 
Baltimore 2, Md. 


Towson 4, Md. 


ST. PAUL & LEXINGTON STs. 
215 E. FAYETTE ST. - - - 
26 W. PENNSYLVANIA AVE, 





SA 7-0030 
VA 5-4435 
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TOMORROW'S MORTGAGES... 


hould have more appeal than they have today. There’s no 


reason why a mortgage should not have an appeal for every type of 


investor, why it should not effectively compete with every other type 


of investment. So says Dr 


oans, by their i 


Kurt F. Flexner, 


VU ortgage Finance at a recent Workshop session 


ABA’s Director of 


Possibly conventional 


ery nature, aren't adapted to every investor need 


yet there are means by which they can be converted into instruments 


that would meet the need 


has now become a 


OUSING 
major issue in American polli- 


tics; and in order to avoid excessive 


government intervention, it IS CX- 


tremely important to make the hous- 


ing industry as efficient as possible. In 


the field of finance, this means that 


the mortgage as an instrument of 
credit should be made as desirable as 
any other instrument of credit. Every 
effort should be made to make it 


appeal to every type of investor so 


that it can compete effectively with 


every other type of credit instrument 


Chere is no reason why a mortgage 
cannot offer, in terms of yield, safety, 
liquidity, and marketability, the same 
advantages enjoyed by any other 
credit instrument now purchased by 
investors who still discriminate against 
mortvages If housing is to be financed 


privately without increased govern- 


intervention, certain weaknesses 
market 


ment 


now found in the mortgage 


must be eliminated 


Government insured and guaranteed 


mortgages do a fair degree ol 


possess 
national marketability, but the rigidi- 
ties found in the interest rates dis- 
courage investment in such mortgages 
at the very time when the demand for 
One 


sub- 


housing is likely to be greatest 
look at 


Conventional mort- 


need only the record to 


stantiate this. 


gages, on the other hand, which are 
not subject to the same interest rate 
rigidities, suffer from an equally seri- 


lack 


tional marketability, a handicap which 


ous handicap—that is, they na- 


discourages many potential investors. 


Although the conventional mort- 
gage is considered to be too personal 
an instrument of credit to appeal to 
such institutional investors as pension 
funds, I believe that it is only a mat- 
ter of know-how to convert these 
mortgages into credit instruments that 


will prove attractive to such investors. 
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and ABA is looking into that posstbility. 


On the hand, FHA VA 


mortgages which have been made im- 


othe and 
personal through insurance or guaran- 
tees are often still considered cumber- 
some investments by such institutional 
funds and trust 


investors as pension 


funds, and by others. These charac- 
technical 


with 


teristics of mortgages are 
however: 
effort, 


handicaps now exist can be eliminated. 


rather than generic, 


imagination and whatever 


If private enterprise can meet the 
challenge of increased demands in the 
next decade or two, it will contribute 
much to economic stability as a whole. 
An improved secondary market for 


mortgages will attract, if necessary, 
additional funds to the mortgage mar- 


ket to This 


will not prove inflationary if it is done 


meet increased demand. 
via a free market mechanism in which 
all industries compete equally for the 
available supply of credit. The price 
of money will determine the direction 


of the flow of credit. On the other 
hand, if private enterprise permits 
certain shortcomings to continue in 
the area of mortgage financing, it may 
lead to greater government interven- 
tion. This often contributes to eco- 
nomic instability since the additional 
funds coming into the mortgage mar- 
ket via intervention are 
usually in addition to all other outlays 
which at the level of near full employ- 
ment is inevitably inflationary. 


government 


The development of a strong sec- 
ondary market will do much to build 
a strong foundation for private enter- 
prise in the housing industry. Ameri- 
can business enterprise has been 
the whole the 
government insurance 01 


financed on without 
benefit of 
guarantees and largely as a result of 
the existence of a highly developed 
secondary market. Corporate stocks 
and bonds are freely traded across the 
country. A mortgage differs, of course, 
initially from a corporate bond. Con- 
ventional mortgages are too personal 
an instrument of credit to lend them- 
selves to nationwide trading. Even 
FHA and GI mortgages are too diffi- 
cult to handle in the opinion of some 
potential investors. These handicaps, 
can be in any 


however, overcome in 


number of ways. ABA currently is 
studying the problems involved in 
creating an adequate secondary mar- 


ket for conventional mortgages. We 
are still in the stage of analysis, and 
no definite conclusions have been 





MORTGAGE FINANCING 


FHA— 
VA— 


Conventional — 


Capehart— 
NATIONWIDE BROKERAGE— 


REED & BISCO ASSOCIATES 


554 FIFTH AVE., NEW YORK 36 « 


Circle 5-2115 


Inquiries invited 
TWX NY-1-5341 


It is pos- 
general 


reached on major points. 
sible, however, to give a 
example to show how the conventional 
mortgage can be given national mar- 
ketability. In general, an organization 
could be owned, 
which would issue debentures backed 


by mortgages. Investors, such as pen- 


created, privately 


sion funds, consequently would buy 
the debentures rather than the mort- 
gages. Naturally, there 
questions and problems that arise in 


are many 
connection with such a plan. Owner- 
ship, capital, and management are 
merely Other 
standards to be applied for selecting 
the mortgages will 
collateral for the bonds and the type 


some. problems are 


which serve as 
of insurance or guarantee to be ap- 
plied to the mortgages or the bonds. 
This is not to be taken as the plan 
that ultimately will be proposed by 
ABA for that plan is still under con- 
sideration. It merely is intended to 
serve as one example of how a mort- 


gage can be given national market- 
ability. 
The mortgage debt is the largest 


private debt in the United States. The 
housing industry is the largest industry 
which serves all the people in every 
economic group. There is no real 
reason why that industry more than 
any other needs to depend upon spe- 
cial privileges or special aid from the 
government if weaknesses which now 
exist in private financing can be elimi- 





COLORADO 






NEW 
MEXICO 





nated. Corporate bonds are purchased 
by investors because they are imper- 
sonal and marketable across the coun- 
try and not because they are insured 
or guaranteed by the government. 

It is a mistake to take it for granted 
that the mortgage lacks the liquidity 
or national marketability or ease of 
handling of other instruments of credit 
or government bonds. A 
structive approach would be to make 
the mortgage so desirable an instru- 
ment of credit for every type of in- 
vestor that the question of government 
would be 
Imperfections or 


more con- 


reduced to a 
ineffi- 


ciencies in private enterprise should 


intervention 
minimum. 


never be the road through which the 
government enters into economic ac- 
tivity; for with some effort and imagi- 
nation, inefficiencies and imperfections 
can be eliminated. 


“Construction in the United States 
1960’s will provide the 
single market for 
that the world 
Total spending for new resi- 


during the 
largest goods and 


services has ever 
known. 
dential 


and heavy engineering projects in this 


and nonresidential buildings 
decade will be in the neighborhood of 
$650. billion. and 
repair construction will add $300 bil- 


and maintenance 
lion or more.” 
Dr. George Cline Smith, 
Economist for F. W. Dod ge 
Corporation. 






LOUISIANA 


Title Service 
To Investors in Mortgage Loans 
Since 1906 


For information on agencies in all four states write our 


Home Office, 1301 Main, Dallas 


Dallas Title and Guaranty 


Company 








for 
TITLE INSURANCE 





CONNECTICUT, DELAWARE, 
PENNSYLVANIA, LOUISIANA, 
MARYLAND, TENNESSEE 
and NEW JERSEY rely on 


HEADQUARTERS 
BRYN MAWR, PENNSYLVANIA 
Gordon M. Burlingame, President 
* 
Telephone: LAWRENCE 5-9600 
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A $750 BILLION MORTGAGE 


That's the loan the 
national debt. the 
{// together, we re 


is the man who knows, 


outstanding C.O.D.'s 
$750 billion in the hole, 
Vaurice H. Stans, Director of the Bureau of 


{merican people are committed for, the 


bills for past services. 
and the authority 


the Budget. So, as the plans for more and more federal spending 
zo merrily on, maybe there will be a pause somewhere along 
the line to contemplate the legacy u hich is being bequeathed to 


future generations. 


N the extravagant forecasting by 
the advocates of bigger spending, 


nothing is being said about 


that 


littl ol 
the bills 


during the 


been piling up 
federal 


have 
vears ol rising 
spending 

As you weigh this profound problem 
and consider the 


of economic growth, 


respective roles that government and 
system should 
should be 
federal 


obligations 


the private enterprise 


play in achieving it, you 
of the 


rovernment s 


aware magnitude of the 


outstanding 


which must be counted in reaching 
iny judgment as to how much addi- 
tional expenditure effort should be 
laid upon the federal budget 

Here are four facts one cannot 
iwnore 

* Number One IS that the Federal 
Government is piling up C.O.D.’s 
faster than most people realize. Here 


are just a few 
Merchant marine subsidies and ship 
replacement costs constitute a federal 
obligation of $4 
The federal 


mitted to contribute $5.5 


} billion 
government is com- 
billion for 
the future for public housing 
Federal civil public works projects 
started will 


1961 of 


already require expendi- 


tures after about $7 billion 














DEWBERRY ENGRAVING CO. 


BIRMINGHAM 5, ALABAMA 
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before they are completed—-and there 
is a backlog of $13 billion of projects 
that have been authorized but not yet 
begun 

It will cost over $30 billion to com- 
plete the interstate highway program. 


Chese 


tions, coupled with huge unexpended 


and a variety of other obliga- 


balances in the defense total 
S100 
C.O.D.’s for future spending. 


But this has 


program, 
billion of commitments or 


a brighter side, in that 


many of these expenditures will add 
to our assets. We can absorb them as 
the economy expands. But this isn’t 
all 


>» Number Two is this 
Congress 


Even if this 


session of the doesn’t add 






any new programs ol increases to the 
budget, the level of Federal spending 
The reason is that there 
ire built-in increases in existing 


will go up. 
pro- 
grams which are now producing and 
will continue to produce 
The catalog of built- 
In increases covers such programs as 
public 


an up-curve 
in expenditures. 
outer space, civil aviation, 
merchant shipping, 
medical 


works, urban re- 


newal, science education, 


search, public assistance, loans abroad, 


and veterans’ pensions. The farm 
program may become even more 
costly unless the Congres, can find 


than the farmers can 
increase their crop production. 
Now, for 1961 alone, these 
come to over $2 
this budget is up 
1962 there are 
built-in 
billion dollars or 


solutions faster 


built-in 
increases billion. 
That’s why 
1960. And for 


in sight 


trom 
already 
increases ol 
more. Of 
are few built-in decreases, 


similar 
another 
course, there 
since Government programs once be- 
usually incapable of being 
A yeat 
his Budget Message listed 18 pro- 
should be 


ended to bring about future 


gun are 


turned off. ago the President 


grams which revised o1 


savings. 


The Congress acted on only three, and 


DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner's and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan's Oldest 
Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD .- 


DETROIT 26, MICHIGAN 





when we came to do the arithmetic 
we found that reducing 
future expenditures they had increased 
our commitments by about $9 billion. 


instead of 


> Number Three is that our na- 
tional debt of $290 billion is a long 
owe for 


way from being all that we 


the past. Here are some things it 
doesn’t include: Our already accrued 
retirement is 
unfunded 
accrual for civil retirement 
is another $28 billion; on top of these, 
the future bill for veterans’ pensions, 
compensation, and other benefits will 
$300 billion. These 
we've taken on for 


liability for military 
about $30 billion, and our 


service 


come to about 
are obligations 
past services. 

Now, the $290 billion of public 
debt, plus $360 billion for past serv- 
ices, plus $100 billion of C.O.D.’s, 
adds to the almost unbelievable total 
of nearly $750 billion. 

That is the magnitude of the fed- 
eral government’s mortgage on Amer- 
ica’s future. That’s what we have to 
reckon with when he hear glib prom- 

that can be 
to do by boosting future 


ises of all government 
expected 


spending to force economic growth. 


SERVING THE CALIFORNIA INTERESTS OF THE NATION'S LEADING INVESTORS... 











TRACT 


EDWIN E. BRATTAIN 


5856 WILSHIRE BOULEVARD ° 


LOANS 


CONSTRUCTION AND TAKEOUT 


Builder — Fullerton, California 


ROBERT E. MORGAN 


Executive Vice President 


>» Number Four comes next. We 
all know that the pressures for new 
spending are increasing in intensity. 
A table in the Congressional Record 
showed that in the last session of the 
Congress alone, 20 major spending 
bills in the Senate along with anothe1 
20 introduced in the House, for new 
programs, altogether priced out at 
more than $326 billion over a five- 
year period. While there may be some 
duplication among them, if these and 
other bills were passed as their spon- 
would add $50 


to what we are 


sors would like, they 
to $60 billion a year 
now spending. 

In the face of these fiscal facts of 
life, what choices do we have for the 
future and what do they signify? 

There are two ways of looking at 
the future, one pessimistic and one 
hopeful. The important thing is that 
the American people can decide which 
route to take. 

On the pessimistic side, there is a 
mortgage of $750 billion that will 
have to be paid. Built-in increases 
will push expenditures up, year after 
year. Pressures are mounting to have 
the federal government take over more 


CHRISTIAN M. GEBHARDT 


Assistant Vice President 


and more of local government’s re- 
sponsibilities, and to meet demands 
for more spending on many fronts. 
Unless we pick our way carefully, we 
could soon have $100 or $150 billion 
budgets, along with higher taxes or 


bigger deficits, debasement of our 


money, and weakening of our econ- 
omy. 

But it need not be that way. On 
the optimistic side, the real possibility 
of reducing Federal spending lies in 
what happens in the world. If we 
could reduce and ultimately remove 
tensions in international relations, with 
a secure disarmament agreement, we 
could get by with much less spending 
for defense. We would not have to 
continue to spend 54 cents of every 
tax dollar for national security. 

Beyond this, we can expect that if 
normal economic growth continues it 
will carry our Gross National Product 
close to the $750-billion mark by 


1970, and without risky artificial stim- 


ulants. That kind of growth spells 
more wealth, more income, greate1 
well-being. It means that we could 


make conscious decisions as to what 
Continued on page 47) 
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A Home— 
A Factory— 
A Subdivision spread over acres— 
or a dozen properties spread over many states— 
no matter how large or how small the real 
estate transaction may be, it pays to 
let Lawyers Title Insurance Corporation 


coordinate it 


ui 


Problems are resolved, time is saved by using 





the largest network of local title experts 
coordinated by the most widely 


experienced title insurance company. 


The approach to the closing is smooth 
and title security is assured with the 

. \ title insurance policy issued by 

| | 


X lawyers Title [nsurance (Orporation 
Home Office ~ Richmond . Virginia 


CAPITAL, SURPLUS AND RESERVES OVER $21,000,000 


Including Heweil; and in The District of Columbic, Puerto Rico and Conede. Netional Title Division Offices: Chicago, Dollies 


lLewyers Tithe Service Aveileble in 44 Stotes 
Thousends of Approved Attorneys Located Throughout the Operating Territory 


Detrow, New York Represented by Lecal Tithe Compenies in More Then 275 Other Cities 
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“Wortgage Banker 


WHY CAN’T WE 
BUILD BETTER 






AY, tie Nd 
aah eS ee 


OM a8: FA FSD 


ERR ae PLES A ee CI 
é SEY feehont Wibx estes eo we 





HOUSING THAN 





ECENTLY Armel Nutter, presi- 
R dent of the National Association 
of Real Estate Boards, “The 
lenders who put up the money and 


the appraisers who set the price can 
raise 


said: 


do more than else to 
the standard of housing in America.” 

The president of Owens-Corning- 
Fiberglas had a more negative view: 
“We won't get anywhere selling 
quality until the appraisers and lenders 
get into the act and give full credit 
for the extra cost of quality in their 


anyone 


valuations.” 

House & Home said three 
“Like the power to tax, the 
power to appraise is the power to 
destroy; it is also the power to create.” 

In today’s housing world, where five 
new houses out of six are planned 
sale to an unknown 
nothing—is 


years 


ago: 


and built for 
customer, nothing—but 
planned or built into the house that 
be financed under the mort- 
gage, because the builders have 
learned the hard way that anything 
that adds more than a fraction of its 
cost to the down-payment will make 


cannot 


WE ARE NOW; 


By Perry I. Prentice 


Editor and Publisher, House & Home 


This country can build houses, a lot of houses, all kinds, and it 
can build them fast—but are they as good as they could be, do they 
have the quality they could have? A carefully considered answer 
seems to be that they do not. They could be better, have a great deal 
more quality than they do now because what it takes to give them 
quality is available. Builders aren’t to blame, possibly the blame is 
scattered among many. Mr. Prentice thinks and says that lenders 
and appraisers are two segments of the vast complex which forms the 
giant building economy which could exert great influence for more 
quality in the houses we build. He originally addressed these 
opinions to ABA’s recent Mortgage Workshop meeting in Chicago. 


the lenders will like than we give to 
what the home buyers will like, be- 
cause we have to sell the house to the 
lender and his appraiser before we 
can offer it to the public.” 

One big reason why sliding glass 
doors swept across the country from 
coast to coast is that builders found 
that if they put them in their houses, 
they could expect the appraiser to 
their valuations by much 


the house harder instead of easier to 
sell. 

This is another way of saying that 
nothing—but nothing—is planned or 
built into a built-for-sale house that 
appraisers and lenders will not give 
at least 100 per cent credit for in 
their valuations. One of the most in- 
telligent builders told me frankly: 
“We builders have to more 
thought to what the appraisers and 


give 
increase 
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On the 


other hand, one big reason why almost 


more than their actual cost 


every house built in the Los Angeles 
1946 to 1954 had 
heater—miraculously 


area trom a too- 


small hot water 
guaranteed to need replacement the 
after the warranty e€x- 


that the 


day one-yeal 


pired——was builders found 


the appraisers would give a house the 


same valuation whether they spent 
$40 for a no-good heater or $120 for 
a heater with a ten-year warranty 


Just about the most profitable house 


built last vear was designed, not for 


low maintenance or better living, but 


just for higher appraisal. The builder 
sat down and made a list of the items 
that would probably add more than 


their cost to the appraiser’s valuation, 


and a second list of the items that 
would probably add less than then 
cost to the appraiser’s valuation. Then 


i real killing by putting into 
thought the 
and 


he made 
his houses evervthine he 
would 


appraisers over-appraise 


leaving out almost everything he 
thought the appraisers would under- 
appraise. It was a lousy house, but 


pocketed a profit of 18 


appraise! 


the builde 
per cent of the price the 


and lender set for him! 
What high 


praisal and a big mortgage gets built 


you bless with a ap- 


it seems. What you damn with a low 


ippraisal does not get built 

To whom much is given, from him 
much shall be asked 
Armel Nutter: “The 


do more than anyone else to raise the 


Again from 


appraisers ¢ an 


American standards of housing 


Are we proud of the kind of homes 
that are built to meet appraisal stand- 
irds? Are we proud of the way land 


is being used to fit the land values 


lenders validate? Are we proud of the 
American standard of housing, or are 
we troubled by its failure to keep pace 
rise in the rest of 


WwW ith the meteor 


the American standard of living? 
I’m 


may 


afraid most of my questions 


come as a shock, because all of 


them challenge one of the most basic 


doctrines in the appraiser's credo 


the doctrine I have heard so many 


ippraisers echo—the doctrine that the 


market makes the price and you 
merely appraise it 

That may have been true in the 
old days, but in this age of high- 


percentage mortgages on_ built-for- 


sale houses you can no longer hide 
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from your responsibility behind such 
an obsolete shibboleth. 

In today’s housing industry, the 
appraiser does far more than appraise 
the price. To a very large extent he 
makes the price, for two reasons: 

Reason No. 1: The mortgage lender 
relies on his appraisal to fix the size 
of his loan; and in these days of small 
down-payments the size of the loan 
almost always fixes the price of the 
house 

Re ason No 2: 
wise relies on his appraisal. Says the 
industry’s No. | 
“In the complicated 


The home buyer like- 


housing economist, 


Miles 


Colean: 


errors cancel each other out and the 
final answer is right. 

I don’t believe the housing industry 
can live with that kind of appraisal 
thinking; certainly the housing indus- 
try cannot meet America’s need of 
better housing with appraisals based 
on that kind of thinking. Every time 
you over-appraise land, you encourage 
the builder not to worry about paying 
much for it the next time, and 
you aggravate the land price inflation 
which is now the home building in- 
dustry’s No. | problem. Every time 
you under-appraise what a_ builder 


too 


builds on his land, you encourage the 





it long 


last the housing industry is entering the industrial 


revolution, and with that revolution home building has a chance to become 


{merica’s greatest growth industry. For two generations, the housing 


industry has had the pants sold off it by other industries competing more 


efficiently, more concertedly and more aggressively for the consumer 
dollar. New industrialization will give home building its chance to 
catch up. How soon and how fully home building can seize this opportunity 


will depend in large measure on whether appraisers and lenders 


help or hinder the transformation. 


transaction of building, financing, and 


selling a house the appraiser comes 
closer than anybody else to being the 
the 


trusts him and trusts 


representative of consumer.” So 
the home buyer 
the appraisal. 
If the appraiser values a house at 
$19,000 and the mortgage lender fi- 
nances it at $19,000, the home buyer 
will probably balk at paying $20,000 
for it, but he will take the appraiser's 
word for it that he 
$19.000 


Here are two more points to chal- 


is getting good 


value at 


lenge some basic thinking about the 
appraiser's responsibility: 
Point No. 1: I have heard ap- 


praisers say the important thing is to 


vet the right answer. so it does not 


make 
it. I have had appraisers ask if it 
they 
under- 


much difference how you get 
difference if 
land 


appraise the house, provided the two 


really makes any 


over-appraise the and 


Perry Prentice. 


builder the next time he builds, to 
leave out the quality you failed to 
recognize. The two errors may cancel 
themselves out in this particular year 
for this particular but ap- 


praisals arrived at by canceling out 


house, 


errors are bound to encourage higher 
prices for poorer and 
praisals arrived at by canceling out 
errors are not likely to stand the test 


houses, ap- 


of time. 

I have heard appraisers say their 
responsibility ends with ascertaining 
the price at which a willing buyer 
and a willing seller could probably 
agree in today’s market. I do not 
believe the housing industry can live 
with this kind of appraisal thinking 
either. The lender and the home buyer 
expect much more of the appraiser 
than that. The lender is tying up his 
money for 20 or 30 years on the basis 
of the appraisal; the home buyer is 
making the biggest purchase of his 


life on the basis of the appraisal; and 
both lender and home buyer feel they 
can count on the appraiser for sound 
judgment. They do not ask what a 
willing buyer might be foolish enough 
to pay today. They do not ask what 
a willing seller foolish 
enough to take. They expect the ap- 
praisal to reflect long term value, and 
they expect the appraisal to show 
what a wise buyer would pay and a 


might be 


wise seller would accept. 

Che appraiser’s responsibility goes 
far beyond ascertaining today’s price. 
His responsibility is to determine long 
term value; that’s the words 
“appraisal” and “valuation” are used 


why 


almost synonymously. 


In behalf of the architects, I would 
ask what has been done to encourage 
better design, better planning, and all 
the the architects are 
learning to design into today’s houses. 

Rightly or 
architects think the appraisers and the 
lenders are the biggest single obstacle 


better living 


wrongly, most house 


to progress towards better and more 
practical design. Said Arthur Watkins 
in the February Harper’s: “The out- 
moded view of the appraisers, whose 
importance in homebuilding is often 
overlooked, is a widespread reason 
for mediocre design.” 


Houses are style goods as surely as 
women’s dresses are style goods; 
houses go out of style after about 20 
years as surely as women’s dresses go 
out of style after 20 months. A good 
appraiser can walk down any street of 
any American tell by the 
style the decade when each house was 
built. The turreted neo-Gothic houses 
that were fashionable in the gay 90's 


were hard to sell in the roaring 20's. 


town and 


Che almost windowless Spanish houses 
that were so popular in the roaring 


20's are almost unsaleable in the 
golden 60’s. We can be very sure 
that the kind of houses that were 


the 40’s will be hard 


to sell long before today’s new mort- 


fashionable in 


gages out. 


run 


But how many lenders still rely on 
appraisals made looking backward? 
How many lenders accept appraisals 
that penalize forward-looking design? 
How many accept higher appraisals 
on houses built in the style that is 
going out than they accept on houses 
built in the style that is coming in? 
How the good and 


many recognize 


practical reasons why people in 1970 
will want houses very different from 
the houses they wanted in 1930? How 
many recognize that houses planned 
for rear living will be 
much easier to sell than 
planned for yesterday’s front living? 
How many recognize that houses 


tomorrow’s 
houses 


planned for tomorrow’s servantless liv- 
ing will be much easier to sell than 
houses planned for yesterday’s living 
with servants? How many recognize 
that 
hangs to minimize 
lessen the need of repainting will be 
easier to sell than houses without this 


protection from the roof? 


houses designed with big over- 


heat gain and 


How many are helping the archi- 
tects fit the style of tomorrow’s house 
to tomorrow’s changed way of living 
and tomorrow’s changed costs of liv- 
ing? How much truth is there to the 
architect’s complaint that 
appraisers are so wedded to yester- 
day’s style that they penalize every 
change they try to introduce? 


constant 


Anything and everything that has 
to be changed or added after a house 
is finished costs two or three times as 
much as it would have cost to do it 
right while the house is being built. 

Appraisers rightly penalize a house 
without inside plumbing by deducting 
from the valuation they 
think it will cost to tear up the walls 
to put in a bathroom at some future 
time. They rightly penalize a cold- 
climate house without central heating 


whatever 


by deducting from the valuation what- 
ever they think it will cost to put in 
central heating. In this 
penalty has to be much more than it 


each case, 
would have cost to provide the bath 
or the central heating in the first 
place, because providing a bath or 
providing central heat costs two or 
three times as much after the house 
is finished. 

But what are appraisers doing to 
encourage or discourage air condition- 
ing, without which HHFA Adminis- 
trator Mason and FHA Commissione1 
Zimmerman have both said that most 
houses built where summers are hot 
which means almost anywhere from 
Minnesota 
Are 


praisers penalizing new houses built 


Texas to will soon be 


obsolescent ? lenders and ap- 
without air conditioning as they would 
penalize new houses built without cen- 
tral heat? Or are the builders right 


when they say the biggest reason they 


do not make air conditioning a big 
selling feature is that they have so 
much trouble credit for its 
cost in their appraisals? 


getting 


How about adequate wiring? Many 
home buyers have to spend close to 
$100 within a few months to provide 
added electrical that would 
have cost only $10 during construc- 
Are lenders and 
penalizing inadequate wiring in valu- 
ations, or are the builders right when 


service 


tion. appraisers 


they say they have trouble getting 
them to cover its slight additional 
cost? 
What about adequate piping for 
) 
Yas! 
What about adequate insulation, 


its added cost in just 
cheaper heating bills 


which will save 
a few years in 
and save its added cost twice as fast 


bills? Adequate 


three times as 


in cheaper cooling 


insulation costs two or 


much to add after the house is 
finished. Are houses built without 
adequate insulation penalized? Or 


are the builders right when they say 
they trouble vetting 
financing for its slight additional 


actually have 
cost ? 

What about adequate room sizes? 
Four out of five new houses have 
bedrooms than the 
size Metropolitan calls “acceptable” 
for its smaller 
than the smallest the 
Small Homes Council research found 


it possible to make them good. Are 


smalle: smallest 


mortgages, bedrooms 


size at which 


too small bedrooms penalized in your 
valuations? 

What 
whose lack is the biggest single reason 
not liking to- 


about adequate storage 
home owners give for 


day’s new homes. 


What about adequate labor-saving 
equipment in the kitchen—labor sav- 
ing equipment the builder can pro- 
vide during for half 
what it will cost the home buyer later 
on? What about the second bath that 
becoming a three- 
bedroom the bath 
that is almost impossible to squeeze 
is built? 


construction 


is fast must for 


houses second 


into a small house after it 


Are the builders right when they 


say they get the same valuation if 
they use second-line fittings in the 
bathroom second-line fittings that 


are bound to leak and drip within a 
Are the builders right 


(Continued on page 31, column 1) 


few years? 
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Period of Change for : 








HE mortgage industry, according 


to the best available statistics, is 
comprised of more than 1,000 compa- 
Che total 


greater than the U.S 


nies mortgage debt is 


government in- 
debtedness, and substantially larger 
than the aggregate indebtedness of all 
the corporations of this country. So, 
any way you look at it, it is an opera- 


tion of considerable significance—to 


well as invest- 


bankers, 


mortgage bankers as 
not to 
mention our national economy. Mort- 
vage child to 


early maturity in the post World War 


and commercial 


ors 


banking grew from a 
Il period; and, in retrospect, it ap- 
that in the 


last fifteen years it 


pears 


has already been 


one mMa- 


jor change. The 


through 
exact timing of 


any such change 
is difficult to date, 
as any change is 
But it 


is certainly 


gradual. 





clear 


King Upton 


that prior to the 


l'reasury-Federal Reserve accord in 
1951, the insured or guaranteed mort- 
gage was the investment “ace” in the 
field, and the mortgage was “king.” 
Because of substantial conversion of 
billions of dollars of governments ac- 
higher 


for all 


quired during the war into 


rate investments there was, 
practical purposes, an unlimited mar- 
ket with a relatively stable price struc- 
ture for mortgages with no sales prob- 
lem. Mortgage bankers were operating 
in a period of comparatively stabilized 
money rates and the mortgage com- 
panies had a very limited money rate 


exposure. The normal time of a loan 
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in warehouse with a commercial bank 
was 120 days, with a very favorable 
spread between the bank rate and the 
pledged mortgage rate. Due to this 
a substantial profit accrued to 
Interim financ- 


tactor 
mortgage originators. 
ing was largely limited to closed loan 
committed financing, with a few mort- 
gage companies being attracted to, or 
required by, competition to assume the 
credit exposure of collateralized con- 

Neither the char- 
of borrowings by 


struction financing. 
acter or volume 
mortgage companies from commercial 
banks appeared to be out of propor- 
tion to capital. 


This was the heyday of the insured 
or guaranteed mortgage business. 


In the mid 1950s, mortgage com- 
panies were forced gradually to ad- 
just to major changes in conditions 
and mortgage banking gradually be- 
risk business in two re- 


came a real 


spects as compared to what it had 


First, heavy and substantial FNMA 
and special 


one-for-one 


purchase operations, 


mousetraps such as the 
deal, masked essential changes in the 
market funds, 
caused by increasing competition with 
other types of investments and _ bell- 
weathered by the steadily rising rate 
of industrial production in the coun- 
try. Nevertheless, the change was 
there. It showed up as conditions be- 
came more competitive by the ne- 
the mortgage companies, 


factor for mortgage 


cessity of 
particularly with certain types of in- 
vestors, having to carry substantial 
uncommitted inventory in relation to 
capital with an inherent money rate 
exposure, as the extensive 
usage of standby commitments de- 


well as 


signed to limit that exposure. The 
sizable fluctuations in money rates be- 
tween 1956-1959 and consequent in- 
ventory losses in instances, 
clearly indicated that the mortgage 
banking business carried with it an 
inherent money rate exposure in the 
use of both long-term funds and com- 
mercial bank credit. 


some 


Second, the competition and the 
motivation of profit made it desir- 
able for a large number of mortgage 
companies to enter the construction 
financing business and to collateralize 
their credit for this purpose. The 
mortgage banker, in the aggregate, 
did a tremendous volume of business, 
and it was well handled. Total bor- 
rowings of mortgage companies be- 
came such a significant factor in the 
commercial bank overall credit picture 
that the Federal Reserve System in 
1955 instituted quarterly studies of 
interim company mortgage banking 
credit. In September, 1955, it aggre- 
gated in excess of $2 billion on both a 
direct and indirect basis. The use of 
standby commitments: and long-term 
forward commitments with the conse- 
quence of a longer stretch-out period 
of loans in warehouse contributed 
materially to increased borrowings. 
Both investors and commercial bank- 
ers, in some instances, had grave 
concern regarding the ratio of capital 
to borrowings in the industry. 


A limited but cross-section study of 
earnings of mortgage companies after 
taxes for the period and up until 1958 
indicates uniformly that the same 
were highly satisfactory and compared 
favorably to other industries, as meas- 
ured by return on net worth. This 
was accomplished by a rapidly in- 








* Morteage 


banking 





creased volume of business and gross 
income rather than by control of ex- 
a reduction in the unit cost 
The record shows 


penses Oo! 
of doing business. 
that the competitive picture was in- 
tensified by the number of 
new companies being formed during 
These companies were 


sizable 


these 
attracted to a profitable industry, in 
which the capital requirements were 
relatively small and in which there 
was a partially assured market for the 
end product subsidized by FNMA. 
Today, despite the 
nomic forecasts for the next decade, 
there appears to be in some segments 


years. 


glowing eco- 


of the mortgage banking industry a 
restlessness in thinking and a concern 
about the mortgage 
banking business and its future de- 
velopment. This may be caused by 
the fact that the same rate of growth 
of the past does not appear to be by 
any means assured in the future; and 
that profit margins may be under 
pressure, particularly with companies 
that have insufficient diversification. 
There appears to be three contribu- 
tory factors to this thinking: 

>» The period ahead bears evidence 
of intensified competition for volume 
in the residential mortgage origination 
field, particularly from federal savings 
and loan the builder- 
operated or integrated mortgage com- 
pany, the so-called “chain 
companies” covering in excess of ten 
states, as well as commercial banks in 
some areas. If this hypothesis is cor- 
rect, then the adequacy of the capital 
of the mortgage companies to meet 
such competition becomes a very sig- 
nificant factor in maintaining or in- 
volume of originations as 


well as service fees. 


nature of the 


associations, 


mortgage 


creasing 


This year, and the decade of the Sixties, opened with more promise 


for the future, more glowing predictions, more hope for better 


things to come than any other within memory. But it has also been 


a time of more stock-taking, more self-appraisal, more soul-searching 


than ever before 


and the mortgage field has been no exception. 


Our industry, during the first half of 1960, has been the subject of 


more close analysis, more study, more examination and carejul 


scrutiny than in any period in the past. John P. Traynor, in last 
month’s issue, looked closely at our business, G. D. Brooks at the 
Jacksonville Conference did likewise. Here King Upton does the same 
thing. And through all these analyses run deep notes of encourage- 
ment: There will be changes, but there is always change, and the 


industry can well adapt itself to them; there are innumerable 


opportunities for expansion, for diversification, for growth, and the 


industry can take advantage of them; methods of operation well 
suited to the Fifties may not fit the tempo of the future, but the 


industry is well established and whatever needs to be changed can 


be changed—and successfully. 


By KING UPTON 





Vice President, The First National Bank of Boston 


>» There is also recognition that the 
various types of institutional markets 
for mortgages are in a greater degree 
of change than in the past, and it may 
be hazardous from the long-range 
point of view to be too dependent on 
FNMA. 

>» There is a strong indication of 
balance, and from the long-range pic- 
ture, for the next few years we are 
going to be in a capital-short environ, 
and in a period of shortage of savings 
to do what we want to do. Of course, 
there will be intermediate swings 
when funds are relatively easier but 


very much on balance; during this 
period, the mortgage, and particularly 
the FHA and VA loan as now con- 
stituted, will be in more intensive 
competition with alternative invest- 
ments to the possible detriment of 
service fee margins. Even within the 
mortgage field, the FHA and VA 
loans may face some stiff competition, 
and this is already indicated by a 
number of substantial conventional 
mortgage commitments on well set-up 
or leased properties, in which, in ad- 
dition to the minimum interest, the 
lenders receive a percentage of net 
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income as additional interest 

We can examine these three factors 
more closely. An analysis of the gross 
income account of mortgage com- 
panies from a review of a cross-section 
study of operating statements reveals 
that in respect to service fee income, 
the significant and major source of 
net income, that there is a surprisingly 
wide variation among companies in 
respect to the percentage of service 
fee income to gross income. This ob- 
viously indicates that quite a number 
of mortgage companies have a di- 
versity ot operation that may prove to 
be of strength in a period of compe- 


tition 


As a result of a number of sales 
ind mergers of mortgage companies 
during the past couple of years, the 
commercial banker feels, from an ob- 
jective point of view, that the mort- 
rage banker tends to over-capitalize 
the value of his own service account, 
the purchase value of acquiring new 
servicings, as well as, in some in- 
stances, the acquiring with concessions 


ol new servicing origination 


Chere may be justification in this 
point of view for a couple of basic 


reasons 


> Many commercial bankers have 
cost accounting departments and their 
own revolving mortgage portfolios and 
are only too well aware of the year- 
to-year steady pressure of increased 
servicing costs. Obviously, such costs 
can only be checked or stabilized by 
maintenance of, or increase in, the 
volume of the servicing operation plus 
automation and the latter takes 
plenty of capital. As a purchaser of 
mortgages in the capacity of trustee 
for corporate pension funds, the com- 
mercial banker also looks at the othe 
side of the coin. He feels that a 
servicing contract with a mortgage 
banking company can also be re- 
garded in the light of being something 
of a contingent liability on the part 
of the servicer to perform the same 
service for a long term of years at an 
actual yearly dollar reducing fee in a 
period ahead of increasing costs. Un- 
der such circumstances, in a period of 
intensified competition, the mainte- 
nance of the yearly volume of new 
originations has great significance to 
the earning power of the mortgage 
company, particularly of loans of a 
high dollar amount. A static service 
account, and very definitely, a declin- 
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ing service account gradually looses its 
earning power. In the future, the 
constant level payment service con- 
tract may have a great deal wider 
acceptance in the industry, particu- 
larly with sizable investors, as it is not 
feasible due to federal taxes for the 
mortgage company to set-up a reserve 
for the unexpired portion of service 
contracts. The constant level payment 





plus the loss of the differential of 
profit between rate on pledged mort- 
gages and the bank borrowing rate 
has made many mortgage companies 
more cognizant of cost control and 
application of cost accounting proce- 
dures, which unquestionably will play 
a significant part in successful opera- 
tion in the future. Can any business 
under intensive competition maintain 


“If the mortgage banking industry is to re- 
main healthy and sufficient profits are to be 
generated to increase capital in an industry 


that, in most instances, is under-capitalized— 
particularly in light of increased competition 

it is apparent from cost accounting figures 
available that the service profit margin must be 
maintained, despite the long-term squeeze of rising 
costs and pressure for reduced fees. The mortgage 


banking company is not in a position to mark up 
the price of its product nor will competition per- 


mit an increase in origination fees 


thus the cost 





control of unit cost per loan of servicing becomes 
doubly significant in maintaining servicing profit 
margins, particularly in light of the fact that 
a sharp recession in business could increase 


substantially administrative servicing costs 
above the present favorable experience.” 


service contract could be beneficial to 
the mortgage company and investor 
provided the mortgage company is 
protected by an adequate penalty for 
cancellation without cause. 

>» Second, if the hypothesis should 
prove to be correct—that in the 1960s 
we will be in a period of shortage of 
capital savings competition within 
the mortgage field and with alterna- 
tive investments could subject the 2 
per cent service fee on FHA and VA 
loans to continued pressure in order 
for the investor to obtain a satisfac- 
tory net yield competitive with othe 
investments. 

In the past, the increasing volume 
of business, highly satisfactory profits 
and degree of competition has been 
such that many mortgage companies 
have not been forced into developing 
adequate cost control procedures, as 
well as utilization and application of 
cost accounting. In fact, to many 
mortgage companies, such programs 
have been alien procedures. Admit- 
tedly, tight money, deeper discounts, 


its profit margin if management 
doesn’t know its costs and is able to 
ascertain what business to accept or 
reject on the basis of profit? When 
$188 million of Treasury bonds were 
swapped a few months ago for FNMA 
8-10 year old mortgages with average 
balances of $5,000, a number of inde- 
pendent observers expressed concern 
regarding the soundness of the cost 
accounting procedures of the com- 
panies, which either retained or more 
particularly, acquired these loans via 
this means with the additional cost of 
setting up new loans. These loans are 
not necessarily going to pay off in the 
twelve year predicted life and are very 
close to the loss point on servicing on 
a true cost accounting basis. In fact, 
a recent cost study by a nationally 
known cost accountant firm of a ma- 
jor mortgage originator bears out the 
validity of this statement. The sub- 
stantial purchases from FNMA in 
1958 with a % per cent service con- 
tract for 5-10 years, perhaps, should 
be examined by the same standards. 








The studies of the costs of sufficient 
mortgage companies indicates that the 
cost of the production of an exclusive 
mortgage loan operation of residential 
loans, in does not 
equal the origination fees and at best 
little than a_ break-even 
operation depending on how indirect 
In fact, there are 
clearly many instances in the produc- 
tion of such loans that a part of the 
cost has to be recovered from 
ing. If the mortgage banking indus- 
trv is to remain healthy and sufficient 
profits are to be generated to increase 
capital in an industry that, in most 
instances, is under-capitalized particu- 
larly in light of increased competition. 
it is apparent from cost accounting 
figures available that the service profit 
margin must be maintained, despite 


most instances, 


is a more 


costs are assessed. 


servic- 


the long-term squeeze of rising costs 
and pressure for reduced fees. 


The mortgage banking company is 
not in a position to mark up the price 
of its product nor will competition 
permit an increase in origination fees 
the of unit cost 
per loan of servicing becomes doubly 
servicing 
profit margins, particularly in light of 
the fact that a sharp recession in busi- 
ness could increase substantially ad- 
ministrative servicing costs above the 
present favorable experience. 


thus cost control 


significant in maintaining 


Servicing, the major source of net 
income, is currently approximately 80 
per cent mechanized bookkeeping and 
20 per cent administrative. This ratio 
may vary according to the individual 
company in respect to the quality of 
its mortgagors and geographic distri- 
bution. Other things being equal, such 
as standardization and management, 
the unit cost of any mechanized book- 
favorably ef- 
fected by two factors: volume and the 
full utilization of expensive punch 
card or electronic computing equip- 
ment with highly trained personnel. 
The sizable 
companies—there are 57 companies in 
MBA servicing more than $100 mil- 
lion each—enjoy basically a competi- 
tive advantage, as they have capital 
and volume of operation at their dis- 


keeping operation is 


relatively few mortgage 


posal to stabilize or minimize in the 
future the increase in unit costs. Even 
so, such companies may have to run 
fairly fast in the future, as the figures 
indicate that it takes between 6 per 
cent to 10 per cent of a total service 


account in new originations to main- 
tain such an account at its existing 
level. Cost figures indicate that the 
variation of 6 per cent to 10 per cent 
correlates to the age of the loans in 
the service account. The balance of 
the industry, particularly smaller com- 
panies, of which there are 822 serv- 
icing under $40 million each, may be 
to varying degrees more exposed to 


ment. Some of the economics of 
the mortgage banking business might 
be questioned. Take for example, the 
city with 23 mortgage companies with 
service accounts running from $10 to 
$100 million, is it logical to assume 
that it would be economic to handle 
all of this mortgage banking book- 
keeping operation by one city-wide 
central bookkeeping corporation with 


.. for the next few years we are going 


to be in a capital-short environ, and in a 


period of shortage of savings to do what we 


want to do. 


Of course, there will be inter- 


mediate swings when funds are relatively easier 


but very much on balance; during this period, 
the mortgage, and particularly the FHA and VA 


loan as now constituted, will be in more intensive 


competition with alternative investments to the 


possible detriment of service fee margins. 


Even 


within the mortgage field, the FHA and VA loans 
may face some stiff competition, and this is 
already indicated by a number of substantial 


conventional mortgage commitments on well 


set-up or leased properties, in which, in addi- 


tion to the minimum interest, the lenders 


receive a percentage of net income as addi- 


tional interest.” 


competition for volume, rising costs, 
and pressure on service fees. In fact, 
there is good reason to believe from 
a unit cost point of view that in the 
future many companies in the indus- 
try could well contracting 
out their mechanized bookkeeping 
and retain just the key administrative 


consider 


servicing function, thereby reducing 
or stabilizing costs and releasing the 
ability and energy of management as 
well as capital to other facets of the 
mortgage banking business. In a very 
few instance this is already being done. 

The commercial banks are in the 
bookkeeping business to a far greater 
degree than most of us suspect, with 
comparable cost problems to those of 
mortgage bankers. The electronic com- 
puting equipment now being installed 
in some commercial banks will effect 
tremendous reductions in costs, and, in 
fact, we may find within five years some 
banks contracting with their customers 
for bookkeeping services in order to 
obtain full utilization of the equip- 


electronic processing computing equip- 
ment and trained personnel? Such a 
corporation could be owned by the 
mortgage companies and_ partially 
financed by the medium of term con- 
tracts with such companies. The sys- 
tem department of a major mortgage 
originator with computing equipment 
reports, regarding one single opera- 
tion, as follows: “most of this labor- 
task done by either 
manual or tabulating machine meth- 
ods with a preparation time of 700 
hours. In 1960 we anticipate reduc- 
ing the preparation time to 90 hours.” 
Two other major mortgage originators 
with identical computing equipment 
are each contracting to do the book- 
keeping for $30 million servicing of a 
non-competitive mortgage originator. 
Your cost control problem in this re- 
gard is no different than any other 
industry. In one of the most com- 
petitive mortgage areas in the country, 
three major savings banks with sub- 
stantial local mortgage portfolios will 
shortly share a contracted common 


ous has been 
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mortgage bookkeeping electronic com- 
puting operation with the mortgages 
identified by symbols. Can the mort- 
gage industry forego the opportunity 
for cost stabilization or reduction in 
order to generate capital to meet com- 
petition and to provide for a reserve 
against the unexpired portion of serv- 
ice contracts? The answer is that such 
changes, like those of other industries, 
when actual eco- 


come ibout only 


nomic pressures become apparent, as 
it is alwavs easier to do business in 
the existing pattern, particularly when 
it has proved profitable in the past 

During the last vear there has been 
1 marked change in the saving or in- 
vestment pattern of the public and 
funds that normally flow indirectly 
into mortgages have gone into mutual 
funds, treasury obligations, competing 
mortgage institutions and federal sav- 
ings and loan associations. In addi- 
insurance 


tion, the overall rate of 


company growth is no longer at a 
compound rate. This has changed the 
market for mortgages and also may 
change the method of doing business 
Che sales of loans may be much more 
on a spot delivery or uncommitted 
basis and the total volume ol business 
done on forward commitments will be 
lessened. Substantial forward com- 
mitments, after the experience of the 
last year, may be carefully hedged. 
and provide for a 9-12 months de- 
livery with the option on the part of 
the purchaser to defer purchase for 
another six months if he so elects 
Commitments such as these are ex- 
pensive to accept in view of the loss 
on the loans during the warehouse 
period, at least under present condi- 
tions, and difficult to handle as they 
tie-up bank credit lines of the mort- 
gage company. 

There is a new but relatively small 
market for mortgages—but it is grow- 


ing and promising. The corporate 
pension and self-administered pension 
fund market has very different char- 
acteristics from the other investor 
markets mortgage bankers deal with 
and will have some effect in their pat- 
tern of doing business. In the overall, 
it is a spot purchase market with rela- 
tive immediate delivery required. The 
forward commitments have compara- 
tively little appeal to the trustees of 
pension funds in view of their latitude 
in the investment spectrum. The rela- 
tionship will be a very impersonal one 
have to 


and at least you won't 


24 THE MORTGAGE BANKER + June 1960 


spend money on entertainment! A 
commitment will be regarded as a 
contract to deliver on time and can- 
cellable upon failure to perform. The 
market will be a volatile one with the 
prime requisite being a satisfactory 
between the insured 


yield spread 


mortgages and other types of fixed 
income securities. If the yield spread 
is unfavorable, the spot purchases will 
shut-off immediately and the invest- 
ment funds will flow into other chan- 
nels, as such funds have a wide lati- 
tude of investment and have not the 
problem of meeting the overhead of 
a home real estate department. In 
fact, you will not be able to count 
on the usual character of a corre- 
spondent-allocation relationship. The 
development of this market, and meet- 
ing the requirements of it, will force 
the mortgage company to carry more 
uncommitted inventory than it has in 
the past for immediate delivery and 
to take the risk of money rate gain 
Whether we like it or not, it 
appears as if the trend of the market 


or loss 


of the future is away from the for- 
ward commitment and the conven- 
tional pattern of doing business. 
Whether 


companies will be available is another 


such credit to mortgage 
question, and will depend on factors 
such as capital ratios, composition of 
capital, number of investment outlets, 
and character of same, and the market 
for any company’s particular loans. 
[fo meet the market requirements of 
mortgage company 
management may have to have more 
flexibility in availability of its loans 
Companies that command 


the future, the 


for sale 
warehousing 


their 


uncommitted lines of 


credit, due to the nature of 
capital structure and ratio of borrow- 
ings, will have a definite competitive 
advantage in the FHA and VA origi- 
nation field. 

The evidence of more _ intensive 
competition in the future, both from 
without the 


banking industry, focuses attention on 


within and mortgage 


the capital adequacy of mortgage 
companies to meet such competition. 
Both from a point of view of profit 
as well as obtaining production, the 
mortgage companies over the long 
term will be required to do a greatet 
degree of construction project financ- 
and this 
may extend into a continuation of 
the trend of participations and co- 
Whether the 


ing and land development 


ventures with builders. 


ratio of risk borrowings to capital 


structure as well as compensating bank 
balances will make such companies 
a desirable credit risk in competition 
with other commercial bank borrowers 
If the mortgage 
banking industry has any one common 
denominator, it is an industry of 
limited capital in relation to borrow- 
ings. A company with a solid net 
worth of $600,000 by 
standards is a substantial company, 


is another question. 


comparative 


provided the amount of service ac- 
counts as well as _ borrowings, in 
amount and character, are in proper 
ratio to capital. There has been a 
“ood deal of recognition of the prob- 
lem of under-cavitalization in the in- 
dustrv: admittedly it is not an easy one 
to solve, particularly when a high per- 
centage of earnings are taken for 
There is indication that some 
companies have taken active steps or 


taxes. 


are considering plans to strengthen 
their capital position, through several 
mediums, such as: 

> Purchase by stockholders of 15- 
year sinking fund debentures, which 
are subordinated to all bank borrow- 
ings. 

>» Merger of two companies to re- 
duce distribution and servicing costs 
as well as to enlarge the capital base 
in order to facilitate the sale of sub- 
ordinated debentures with an income 
kicker to key personnel associated with 
the company as well as to stockholders. 

>» Exchange of treasury common 
stock of the mortgage company by 
the owner-management for stock in 
a corporation with real estate income 
assets, owned by the same group. Such 
an exchange is only practical if it is 
not taxable. 

>» Term program of partial salary 
payment to owner-management in 
subordinated notes in lieu of 
cash. This, of course, is generally a 
small item, but in the case of com- 
panies servicing less than $25 million, 
when you see the 


term 


large 
returned each 


it looms 
amount 
worth. 


year to net 


There have been only a very few 
companies in the industry that have 
had the net worth, sustained earning 
power, and diversity of operation and 
management to qualify for a term 
subordinated debenture loan from 
institutional sources. As such term 
loans have entailed restrictions on 


Continued on page 39, column 2) 
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OBJECTIVE STUDY OF MORTGAGE SERVICE OPERATIONS 


VERY mortgage banker and investor will be 

extremely interested in a very important proj- 
ect approved by our Board of Governors at the 
Washington meeting last month. At long last, we 
will have an extensive study made of mortgage 
servicing operations by some well-known, com- 
petent outside agency. 

Upon recommendation of the Executive Com- 
mittee, the Board approved “the appointment of 
a special committee representative of both in- 
vestors and servicers for the purpose of making an 
objective study of the operating income, expenses, 
profits, reserves and capital of 
mortgage companies for the 
purpose of determining the 
costs of mortgage servicing, 
the profit therefrom, and the 
relationship of that profit to 
the conditions and require- 
ments of the business; that the 
committee be authorized to re- 





tain an independent manage- 
ment or accounting firm of 


high reputation to conduct the 


B. B. Bass 


necessary factual surveys; that the committee be 
authorized to retain such additional staff or con- 
sultants as it finds necessary; that the committee 
examine its tasks and promptly recommend to 
the Board of Governors the budget required to 
complete such study.” 

Che following outstanding leaders in MBA com- 
prise this Committee: 

Aubrey M. Costa, Chairman, President of the 
Southern Trust and Mortgage Company, Dallas; 

Franklin Briese, Vice President and Treasurer, 
The Minnesota Mutual Life Insurance Company, 
St. Paul; 

Charles C. Cameron, President, The Cameron- 
Brown Company, Raleigh, North Carolina; 

Ehney A. Camp, Jr., Vice President and Treas- 
urer, Liberty National Life Insurance Company, 
Birmingham; 

Bundy Colwell, President, The Colwell Com- 
pany, Los Angeles; 

William A. Lyon, President, Dry Dock Savings 
Bank, New York: 

John deLaittre, President, The Farmers & Me- 
chanics Savings Bank of Minneapolis, Minneapolis. 

Robert M. Morgan, Vice President and Treas- 
urer, The Boston Five Cents Savings Bank, Boston; 

Milford A. Vieser, Financial Vice President, 
Mutual Benefit Life Insurance Company, Newark; 

Carey Winston, President, The Carey Winston 
Company, Washington, D. C.; 

The Committee will start work immediately and 
quite probably will complete arrangements with 
the firm or individuals selected to make the study 
within a matter of weeks. The terms of the agree- 
ment will then be submitted to the Board for 


approval by phone or mail, to permit the earliest 
practicable start of the study itself. 

Servicing costs, problems and profits today will 
developed in detail, but they will 
quite likely be a small part of the 
study. As set forth in the motion, in addition to 
present costs and profits, the study will determine 
and evaluate “the relationship of that profit to the 
conditions and requirements of the business”—the 


of course be 
relatively 


objective being to intelligently determine and eval- 
uate what problems, costs and profits might be in- 
volved throughout the life of the loans now being 
serviced, the risks assumed by the mortgage banker 
in committing his organization to a 25 or 30 year 
contract at a predetermined price, and the type 
of ownership, management, organization and cap- 
ital desired and needed in the industry. 

It is not expected that this study will result in 
a recommendation that a particular service fee is 
adequate or necessary in all cases, and it might 
not recommend that a particular service fee is 
adequate or necessary in any particular case. 
Rather it is expected that the report of this study 
will say something like this: ““That these are the 
factors involved in running a mortgage servicing 
operation, these are the costs, these are the profits. 
This is how mortgage servicing is acquired, the 
type of ownership, management, and organization 
required to run it, the problems they face, the 
possibility of greater delinquency, costs and prob- 
lems in the future, etc.” 

A strong mortgage banking industry as an inde- 
pendent and distinctly separate industry is very 
important to this country in the opinion of most 
institutional investors and mortgage bankers. But 
obviously, it will not be possible to continue to 
develop nor to maintain such an industry without 
professional well-qualified ownership, management, 
and organization with adequate capital for the 
mortgage operation itself, which in turn, cannot be 
attracted to nor retained in the industry without 
the probabilities of rewards in the form of ade- 
quate profits and stability—over the long pull. 

What are the rewards today—taking into con- 
sideration, as we must, the probable costs and 
income from completion of our present servicing 
contracts during the next 25 years? On this sub- 
ject, I have heard during the past 18 months, 
some rather incomplete and illogical arguments 
due primarily, I suspect, to insufficient facts. 

This objective and intelligent study will provide, 
I am confident, the facts we seem to need so badly 
to maintain a healthy, responsible and cooperative 
relationship between investor and servicer in this 
matter of servicing. 


cc 


PRESIDENT 
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The Question of USURY 


and the Status in Each State 


e@@7 OU shall not lend him you 
money at interest, nor give him 
your food for profit.” So Moses re- 


ported the words of the Lord to the 


people of Israel applicable to any 


fellow Israelite ( Leviticus 35). Usury 


ind interest in ancient times were one 


ind the same; it was considered repre- 


hensible and against the law of God 
ind man to charge interest for the 
loan of money. In primitive societies 
it was unknown to take interest for 


the loan of goods or services rendered. 


All that was expected was the return 


of similar goods and services. It was 
unlawful in England’s early history 
for a Christian to take interest for 
money lent. However, with the de- 


velopment of commerce, a reasonable 
interest rate bec ame legal at common 


law 


The historical background of usury 


ind interest is reflected in the laws 


of most states, which provide varying 


maximum interest rates that may be 


charged, with a variety of penalties 
the 


States in 


di- 
the 


fact, 
the 50 
multitude of other laws applicable to 


for violation. In same 


versity exists in 


mortgage investments——those covering 


foreclosures, limitation periods, _re- 


demption rights, future advances, 
taxes, et An astonishing and re- 
markable fact is the facility with 
which large investors conduct mort- 


gage lending operations efficiently and 
profitably despite this maze of laws 
with their amendments, modifications 
and additions each year by state legis- 
The life 
1946, have invested $45 billion 


latures companies alone, 
since 
in mortgages. 


What is 


contracting for or receiving something 


usury? Generally, it is 


in excess of the amount allowed by 
the 


lhe place where the contract 


law for loan or forbearance of 


money 
is made usually governs whether it is 


or is not usurious. To constitute usury. 
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Vot too long ago the question of usury was, as far as mortgage 


bankers were concerned, purely an academic matter but during the 


past year it became a very practical and urgent problem in many 


states. 


states to meet conditions that have arisen. 


4s a result, there have been changes in legislation in some 


Here is a run-down on 


usury in all states with all information brought right up to date. 


Mr. Sherman has been associated with John Hancock for the past 


27 years. The division he heads is responsible for the legal aspects 


of the Company’s mortgage investments of more than $1-1/3 billion. 


He is a member of the American, Massachusetts and Supreme 
Court of the United States Bars. The 13th Edition of his Mortgage 
and Real Estate Investment Guide was published last month and 


is a work widely accepted as the most authoritative legal guide 


in the field of mortgage and real estate investments. In July last year 
he also published the Real Estate Broker's Legal Guide. 


By MALCOLM C, 


SHERMAN 





dissociate Counsel and Manager, Abstract 
Division, John Hancock Mutual Life 
Insurance Company, Boston 


the general rule is that there must be 
an unlawful intent plus an agreement 
for the loan of money and something 
the 
However, in 


exacted for its use in excess of 
interest allowed by law. 
the various states, their statutes, re- 
spectively, declare what constitutes 
usury. As shown in the accompanying 
summary, in Tennessee, if a contract 
“on its face” it is usurious, it 
Texas, if the contract dis- 


closes any contingency by which the 


show Ss 


is void. In 





lender may receive than the 


more 
lawful rate of interest, it constitutes 
In Missouri, no usury is com- 
mitted until usurious interest has ac- 
tually been received by the lender. In 


usury. 


many states, if the transaction 
is usurious, the penalty is only that 
principal and legal interest at the 
highest rate allowed may be recovered 

the usurious portion being uncol- 
lectible (Delaware, Kentucky, Louis- 
iana, Maryland, Nevada, Pennsyl- 


even 


vania, Vermont and West Virginia). 
In still other states, usury renders the 
contract void and the lender may be 
Colorado, Minne- 
sota, New York and Rhode Island). 
In Maine, Massachusetts and New 
Hampshire there is no usury law af- 


subject to a fine 


fecting mortgages on real estate. Mis- 
an uncommon provision 
governing per cent 
when charged by a foreign corpora- 


sissippi has 
interest over 6 
tion—the portion of interest over 6 
per cent may be subject to a tax (see 
the 
mum interest rate is 6 per cent (Dela- 
ware, Kentucky, Maryland, New Jer- 
sey, New York, North Carolina, 
Pennsylvania, Tennessee, Vermont, 


summary). In 11 states, maxi- 


Virginia and West Virginia). 

Where the borrower and the lender 
may agree that a state’s maximum in- 
terest rate is not in keeping with the 
times or with the “fair price” to be 
the use of 


charged for money, a 


higher rate or rate 


charged if the borrower is a corpora- 


any may be 
tion in any of 21 states in which, by 
statute, a corporation may not plead 
usury (Delaware, Florida, Illinois, In- 
diana, Kansas, Maryland, Michigan, 
Minnesota, Missouri, New Jersey; 
New Mexico. New York, Ohio, Okla- 


As a general rule, this applies as well 
to those who may succeed to the cor- 
poration’s rights, including its sureties 
74 A.L.R. 211; In re International 
Raw Material Corp., 22 F. (2d) 920). 

It is well established in most states 
that the individual purchaser of mort- 
gage property, who expressly assumes 
pay the 
which a mortgagor corporation has 


and agrees to mortgage in 
agreed to pay interest in excess of the 
highest lawful rate in a state in which 
it may not plead usury, may not later 
en- 


usury as a defense to its 


The vendee of a grantee 


assert 
forcement. 
of premises covered by a_ usurious 
mortgage stands in no better position 
then than the grantee and hence can- 
not raise the question of usury where 
his grantor, in purchasing the prem- 
ises, assumed and agreed to pay the 
encumbrance in the deed of convey- 
55 Am. Juris. 395). In Key- 
west Wharf & Coal Co. v. Porter, 
63 Fla. 448, 58 So. 599, the court said, 
citing cases from many jurisdictions: 
“It is well settled that a subsequent 


ance 


purchaser, who expressly assumes the 
payment of a prior existing mortgage 
upon property he buys, as part of the 
purchase price for such property, 1s 
estopped to defend such mortgage, 


lowa 259, 186 N.W. 897, the court 
pointed out that “Generally speaking, 
the right to plead usury is personal 
to the party who agreed to pay it and 
if he is disposed to abide by the agree- 
ment, one who thereafter assumes pay- 
the debt the 


ment of raise 


* 


cannot 
plea.” 

Where a senior mortgagor is a cor- 
poration and precluded from assert- 
ing the defense of usury, a junior 
mortgagee cannot set up usury in the 
55 Am. Juris. 413). 

The accompanying summary illus- 
trates the variety in the state usury 
laws and the hazards that require the 
attention of 


senior mortgage | 


careful mortgage inves- 
tors. It the need for 


legislation in many states to remedy 


also indicates 
anachronous statutory provisions on 
interest and usury that incline invest- 
ment capital to look elsewhere for its 
ventures. The ten top states in real 
estate developments are, in order: 
California, Florida, New York, Texas, 
Ohio, Michigan, Pennsyl- 
vania, New Jersey and Maryland. 
Each provides either high maximum 
interest rates or allows corporations 


Illinois, 


to be charged any rate. 


*In a state where a corporation may not 
plead usury and its law is not clear as to 


homa, Oregon (if not over 12 per either upon the ground of usury, or the effect of its grantee, if an individual, 

cent), Pennsylvania, South Carolina, on the ground of failure or want of ‘ising the defense of usury, a possible so- 
. ye ‘ ; lution is to provide in the mortgage that 

South Dakota (R.R. corp. only), Vir- consideration or upon any other  j¢ shall become due and payable in the 

ginia, W. Virginia and Wisconsin). ground.” In Martin v. Harper, 193 event of such a transfer. 

PENALTY FOR USURY AND SO STATED IF A CORPORATION MAY NOT PLEAD USURY 
State Interest Rates (excluding rates permitted in many states for pawn brokers, 2d mortgages, in 
Legal Maximum small loans, 2d mortgages, etc.) 
Ala. 6 8 Forfeiture of all interest and usurious interest paid deducted from principal 
Ala. Code 1940, as amended, Title 9, secs. 60, 65, 66). 

Alaska 6 8 All interest forfeited. Person paying usurious interest may recover double amount 
thereof by action brought within two years (Alaska Comp. Laws, Anno. 1949, 
sec. 25-1-3 }. 

Ariz. 6 8 Where greater rate than 8 per cent is contracted for or received, all payments 
made on account thereof shall be deemed payments on principal (Ariz. Rev. Stat. 
1956, Anno., as amended, sec. 44-1203 ). 

Ark 6 10 Interest and principal forfeited (Const. Art. 19, sec. 13). 

Cal. 7 10 Usury is a misdemeanor. All interest is forfeited. Three times usurious interest 
paid may be recovered if over 12 per cent (Const, Art. XX, sec. 22; Gen. Laws, 
1937, Act 3757, seCS. ]- >). 

Colo. 6 12 Contract is void and lender is subject to a fine of $25 to $500. 

Conn. 6 None under bo- Neither interest nor principal can be recovered (sec. 37-8 

nafide mortgage 


of real property 
in excess of $5000 
(Gen. Stat. Rev. 
1958, as amend- 
ed, sec. 37-9) 
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Del. 


bd Cc. 
Fla. 


Ga. 


Hawaii 


Idaho 
Ill. 
Ind. 
lowa 


Kan. 


Ky. 


Maine 


Md. 


Mass. 
Mich. 


Minn. 


Miss. 


Mo. 


Mont. 
Neb. 
Nev. 


b 


6 


l 


mo 


No 


lim 


No 


10 


8 


per cent pet 
nth 


maximum 
it 


6 


limit 


Forfeiture of excess over lawful interest (Del. Code Anno. 1953, Title 6, sec. 
2304). Corporation may not plead usury. 

All interest forfeited. Usurious interest may be recovered. 

All interest forfeited. Double interest collected is forfeited. Corporation cannot 
plead usury, unless higher than 15 per cent (Fla. Stat. 1957, sec. 687.01). If 
interest in excess of 25 per cent charged, both interest and principal are forfeited 
and lender is guilty of a misdemeanor (sec. 687.07 

All interest forfeited (Code of Ga. Anno., 57-112). 

Only principal may be recovered less interest paid (Rev. Laws of Hawat 1955, 
as amended, sec. 191-4). For the offense of usury, offender may be fined $250 
and imprisoned for one year, or both (sec. 191-6). This section is not applicable 
to money lent upon bottomry (this term refers to mortgages on ships), bonds, 
nor maritime risks nor to industrial loan companies (business of lending money 
repaid weekly or monthly) , pawnbrokers, etc. (sec. 191-4). 


All interest forfeited; twice the amount of usurious interest paid may be re- 
covered (Idaho Code Anno. 1948, as amended, 26-1907 ). 


All interest forfeited. Corporation may not plead usury (Ill. Rev. Stat. 1955, as 
amende d, ( hap. 2. See 157.5 h 


Contract void as to interest in excess of 6 per cent. Corporation may not plead 
usury (Burns Ind. Stat. Anno. 1933, as amended, sec. 19-2004). 


Principal only can be recovered; judgment rendered in favor of state for 8 per 
cent per annum on amount of judgment. 


Double excess over 10 per cent forfeited (Gen. Stat. Kan. Anno. 1949, a 
amended, 41-102). The defense of usury is not available to corporations (sec. 


17-4103 


Contract for more than legal rate is void as to the excess only. A corporation may 
not plead usury (Laws, 1960, s. 225 effective June 16, 1960). 


Where usurious interest is charged in a contract, in any suit thereon the rate is 
properly reduced to the highest rate allowed by statute—8 per cent (West’s La. 
Rev. Stat., as amended, Art. 2924; Osborne v. Mossler Acceptance Co., 214 La. 
903, 38 So. (2d) 151 

No usury law, except loans not exceeding $300 are unenforceable if rate exceeds 
statutory limits specified in Chap. 59, sec. 217 (Rev. Stat. Maine 1954, as 
amended 


Principal and legal interest thereon only can be recovered (Anno. Code of Md. 
1957, as amended, Art. 49-4). Corporation may not plead usury. A “premium 
charge” of 2 of | per cent plus interest at 534 per cent on FHA mortgages does 
not constitute usury, but collection of same amount as a “service charge” on 
FHA mortgages of $8,000 or less does constitute usury, since such charge is re- 
tained by the mortgagee increasing rate of compensation it receives for use of 
money (substance of opinion of Attorney General dated Jan. 5, 1960). Mortgagee 
does not profit from the premium charge. 


No usury law. 


Loss of all interest. Corporation may not plead usury (Comp. Stat. Mich. 1948, 
as amended, sec. 450.78 


Contract void, except as to bona fide purchaser (Minn. Stat. 1957, as amended, 
ec. 334.03). Corporation may not plead usury (sec. 334.021). 


All interest forfeited. All interest and principal when interest exceeds 20 per cent. 
It should be noted that if interest exceeds 6 per cent a lender is subject to tax 
thereon, as is the case with real estate or personal property, unless lender has no 
business situs in Miss. (sec. 96-97(u), as last amended L. 1958, Ch. 564). 


Usury invalidates mortgage or trust deed (Mo. Rev. Stat. Anno. 1949, as 
amended, sec. 408.070). Corporation may not plead usury (sec. 408.060). “A 
cause of action to recover on the ground of usury does not accrue until the 
usurious interest is actually paid” (Lawler v. Vette, 149 S.W. 43; Major vw. 
Putney, 293 S.W. 81). 


Forfeiture of double the amount of interest received, reserved or charged. 
Forfeiture of all interest. Usurious interest paid is credited on principal. 


Agreement to pay more than 12 per cent per annum shall be null and void as to 
excess (Nev. Rev. Stat. 1957, as amended, sec. 99.030). 
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N. H. 6 No limit No usury law. 
N. J. 6 Principal only may be recovered. Corporation may not plead usury (N. J. Stat. 
Anno., Perm. Ed., as amended, 31:1-6), but public policy in this state will not 
countenance the formation of a corporation for the purpose of evading the law 
against usury—so indicated in In re Greenberg, 21 N. J. 213, 121 Atl. (2nd) 520. 


7) 


New 6 10 Principal only may be recovered, less the interest contracted for. A borrower 
may recover twice the amount of interest paid by suit brought within two years 

sec. 30-6-18). Usury is a misdemeanor. Corporation may not plead usury (New 
Mex. Stat. Anno. 1953, as amended, sec. 51-2-34). 


Mexico 


N.Y. 6 6 Usurious instruments are void—no recovery. A corporation may not plead usury 
(G.B.L., sec. 374). A corporation’s agreement to pay interest beyond legal rate is 
not a usurious contract. An individual surety, guarantor or accommodation en- 
dorser is liable thereon (Union Estates Co. v. Adlon Constr. Co., 221 N. Y. 183, 
116 N.E. 984; General Phoenix Corp. v. Cabot, 300 N.Y. 87, 89 N.E. (2d) 238). 
However, a corporation whose principal asset is a one or two family house may 
set up usury as a defense to foreclosure of a mortgage. Unlike, New Jersey, it is 
legal for a corporation to be formed in this state for the very purpose of its being 
charged interest in excess of 6 per cent (Jenkins v. Morse, 254 N.Y. 319, 172 
N.E. 521). 

N. C. 6 6 All interest forfeited; double usurious interest paid may be recovered. Under 
sec. 24-2, as amended by L. 1959, ch. 110, a private corporation may “borrow 
money and pay 6 per cent per annum of the original amount of the loan each 
12 months of the duration of the same, notwithstanding that such loan is pay- 
able in installments.” This law may be useful where parties to a loan agree on 
a gross interest rate in excess of 6 per cent because the gross interest cost can be 
increased, for instance, by using a 12-year total term and then calculating the 
interest in stretches of 3 12-month periods (4 3-year periods in all) in the 12 
years. The principal is made repayable in equal monthly installments for the 
term of the loan, while interest is calculated on the amount of the loan at various 
times for the various future 12-month periods and also paid in equal monthly 
payments for the calculated interest period. In this way the actual interest return 
may amount to 7.2 per cent or better. 

N. D. t 7 All interest forfeited plus 25 per cent of principal. A borrower may recover 
double the amount of usurious interest paid plus 25 per cent of principal by 
action brought within four years of the date of transaction (1943 Rev. Code N.D.., 
sec. 47-1410). Usury is a misdemeanor. Where a contract calls for an increase 
in rate after maturity, such provision is void (1943 Rev. Code N.D., sec. 47-1405). 

Ohio 6 8 Interest payments in excess of 6 per cent may be applied on the debt (sec. 
1309.04, Ohio Rev. Code, Anno. 1953, as amended). A corporation may not 
plead usury. 

Okla. 6 10 Forfeiture of double entire interest received, reserved or charged. A borrower 
may recover double the amount of usurious interest paid plus attorneys’ fees as 
fixed by the Court (Oklahoma Stat. 1951, as amended, sec. 15-267-8). A corpo- 
ration may not plead usury (Laws 1947, H. B. 20, sec. 26). 


Ore. 6 10 Entire debt is forfeited to school fund where suit brought. A domestic or foreign 
business corporation may not claim usury on written agreement it has entered 
into providing for interest not in excess of 12 per cent (Ore. Rev. Stat. 1953, sec. 
82.010, as amended L. 1959, C. 65, app’d. 5/4/59; effective 8/5/59). 

Penn. 6 6 A debtor cannot be required to pay interest in excess of legal rate, except a cor- 
poration may be required to pay in excess of the legal rate since it may not plead 
usury (Purdon’s Penn. Stat. Anno., Title 15, sec. 2852.313; Houghton et ux v. 
Restland Memorial Bank, Inc., 343 Pa. 625, 23 Atl. (2d) 49). As regards an in- 
dividual debtor who has paid interest in excess of legal rate, the statute prohibits 
an action to enforce the refund of usurious interest, if such action is brought 
more than 6 months after such interest was paid. 


Puerto 6 9 on amounts up No interest recoverable and creditor may recover only 75 per cent of principal, 
Rico to $3000; 8 on _ balance being awarded to people of Puerto Rico (sec. 1652, Civil Code). 
amounts over 
$3000 
R. 1 6 30 Contract is void. Usury is a misdemeanor. 
S.C. 6 7 All interest forfeited. A borrower may recover double the amount of usurious 
interest paid. Any corporation organized for profit with issued capital stock of 
$10,000 or more may not plead usury (sec. 8-8, as amended, Acts 1959, Act. 359, 


appd. and effective 5/18/59). 
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S. D. 


Tenn. 


Texas 


Utah 


Vt. 
Va. 


Wash. 


W. Va. 


W isc. 


Wyo. 


6 


6 except up 
7-7¥%2 per cent 
per annum pay- 
able annually or 
semi-annually 
may be charged 
on a secured ob- 
ligation in an ag- 
vregate amount 
of $50,000 or 
more, the short- 
est maturity to 
be not less than 
2 years (Tenn 
Code Anno., as 
amended, sec 
+7-1606 Note 
no principal may 
be paid for at 
least 2 years 


10 


10 


10 


10 


All interest forfeited. Only a railroad corporation may not plead usury (S. D. 
Code 1939, as amended, sec. 52.0906 ). 


Obligation void if usurious on its face (47-1604). Where usury is not apparent 
on face of contract the usurious part may be set aside, but the contract is enforce- 
able as to the remainder. Usurious interest paid may be recovered back in suit 
brought within 2 years (47-1604, 1612, 1615, 1617). In the case of Silver Homes 
v. Marx & Bensdorf, Inc., on 1/15/60 the Chancery Court of Shelby County, 
fenn. held FHA 5% per cent home mortgage loans with /% per cent premium 
did not constitute usury. The court said: “The insurance premium and adjusted 
prepayment charges are necessary and reasonable expenses incident to the 
loan. Since they are not compensation paid by the borrower to the lender for 
the use of money they cannot be classified as interest.” The Supreme Court of 
Tenn. affirmed the ruling of the Chancery Court March 11, 1960. 


All interest forfeited. A borrower may recover double the amount of usurious 
interest paid (lVernons Tex. Stat. 1948, as amended, sec. 5073). In Texas a 
contract is usurious when there is any contingency by which the lender may get 
more than the lawful rate of interest, whether it is so apparent that it becomes 
the duty of the court to so declare, or whether it is a case in which it is necessary 
that the jury should find the facts. Usury, it is considered, does not depend on 
the question whether the lender actually gets more than the legal rate of interest 
or not; but on whether there was a purpose in his mind to make more than legal 
interest for the use of money, and whether, by the terms of the transaction, and 
the means used to effect the loan, he may by its endorsement be enabled to get 
more than the legal rate (Shropshire v. Commerce Farm Credit Co., 30 S.W. 
2d) 282 (Supreme Court of Texas) ). 


Interest is forfeited. If greater rate than lawful is paid, three times the amount 
so paid may be recovered plus reasonable attorneys’ fees, if action commenced 
within two years of the time usurious transaction occurred (Utah Code Anno., 
1953, as amended, sec. 15-1-7). 


Excess over 6 per cent is forfeited or may be recovered. 


Principal only may be recovered; corporation may not plead usury (Va. Code 
1950, as amended, sec. 6-351). However, sec. 6-352 provides that “Nothing in 
the act of incorporation of any insurance, banking or other corporation shall be 
construed as giving authority (unless expressly given) to change, take, or receive 
for the loan or forebearance of money or other thing, more than the legal rate 
of interest.”” Under sec. 163 of the Const. of Va., “No foreign corporation shall 
be authorized to do anything which domestic corporations are prohibited 
from doing .”” How are sections 6-351 and 6-352 to be interpreted when read 
together? There are no cases under sec. 6-352. My correspondent attorney in 
Richmond gives his opinion that a corporation may not plead usury, nevertheless. 
L. 1960, Ch. 65 adds sec. 6-351.1 to Code providing in FHA and VA loans if 
interest rate in note is not over 6 per cent no claim of usury may be made for 
interest or other charges in deed of trust,—effective June 27, 1960. 


Principal only may be recovered, less interest at contract rate. A borrower may 
recover twice the amount of usurious interest paid (Rev. Code of Washington, 


1951, as amended, sec. 19-52-030 


Contract void as to interest in excess of 6 per cent. Corporation may not plead 
usury. (W. Va. Code 1955, Anno., as amended, sec. 4632). State usury laws do not 
apply to FHA and VA loans under Act passed*. 


All interest is forfeited. Anyone paying over 10 per cent may recover treble the 
amount paid over 10 per cent if action is brought within one year. Corporation 
may not plead usury (Wisc. Stat. 1955, as amended, sec. 115.06). 


Judgment for principal only. 


*By State’s Legislature in February 1960. 
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WHY CAN’T WE BUILD 
(Continued from page 19) 


when they say they get the same 
valuation if they buy a cheap and 
noisy wash-down toilet with a short- 
lipped bowl? Are the builders right 
when they say the appraiser never 
bothers to look at their switches and 
outlets, so they get the same mortgage 
if they save a few dollars by buying 
that are 
with 


competitive-grade devices 
bound to arc and make trouble 
each separate replacement costing the 
home buyer as much as the added 
cost of using specification-grade de- 
vices throughout the entire house? 
Are the builders right when they say 
they get the same valuation if they 
use cheap hardware—even hardware 
so cheap that four new houses out of 
five don’t even have a safety catch on 
the outside doors? 

Whether the builders are right or 
really little dif- 
ference. As long as so many builders 
think the added cost of quality will 
have to out of their own 
pockets because they can’t count on 
the appraisers and the lenders to cover 
its higher cost so they can finance it 


wrong makes very 


come 


under the mortgage, the result will be 
the same. 

What is being done to debunk the 
biggest and costliest land-price hoax 
since the Mississippi bubble burst 
nearly 250 years ago? Are today’s 
inflated suburban land prices reflected 
in valuations? Are we basing valua- 
tions on what suburban land is likely 
to be worth when this land-price 
boom collapses as every other land- 
price boom has collapsed? Or are we 
helping the 
good housing out of the market? 

Soaring land prices rank with tight 
money and bad selling as one of the 
problems the 


land speculators price 


three critical 
housing industry faces today. In fact, 
the home builders in NAHB have just 
voted it the biggest problem of all. 
Frank Cortright, first executive offi- 
cer of NAHB, recently said, “It gets 
harder and harder for a 
make any profit at all after the land 
1as taken his profit out 
land 


most 


builder to 


speculator 
first.” On 
speculator gets almost as much money 
for his land as all the manufacturers 
get for all the products used to build 
the house—lumber and sheathing and 
roofing and flooring and plumbing 
and heating and cooling and all. The 


some houses the 


land speculator is Public Enemy 
No. | for the home builder and the 
home buyer. Too many appraisers 
and lenders are aiding and abetting 
him. 

Says Professor Mason Gaffney of 
the University of Missouri: ““Today’s 
suburban land prices are predicated 
on an artificial scarcity, maintained 
by holding off the vastly 
underestimated quantities of land in 
overestimated 


market 


anticipation of vastly 
future demands.” 

In other words, today’s land prices 
are based on a shortage that does not 
exist. New roads and faster transpor- 
tation are making more land acces- 
sible even faster than new families are 
forming to use this land; and 
close-in, more land is available than 


even 








Prime Mortgages Throughout the Nation) 


we can build on in our generation. 

We worry about land for a popu- 
lation of 200 million. But how many 
realize that it would take only 32 
circles with a radius of 22 miles to 
house a population of 200 million 
with no more population density than 
the model village of Winnetka, IIli- 
nois? We hear that suburban land is 
getting scarce, but let’s look at the 
record. 

In 1955 the Regional Planning 
Association found only 21 per cent of 
the suitable land in the New York 
Metropolitan area was developed for 
suburban use (as distinct 
: even in 


urban of! 
from rural or exurban use 
the biggest city’s biggest borough of 
Brooklyn only 56 per cent of the suit- 
able land had been developed. On the 


1 


ARE. oN \) 
~ 
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other side of the country in 
posedly crowded San Francisco, the 
Water Resources Board found 23 pet 


cent of the usable land inside the city 


sup- 


limits was still undeveloped; on the 
bay side of San Mateo County (which 
is often described as “a solid mass of 


suburbs”), 75 per cent was still un- 
developed. Around booming San Jose 
the 


suburban 


pattern of 
170 
finest 


where checkerboard 


sprawl is blighting 


square miles of California’s 
fruit land, the builders have actually 
used only 9 square miles for their 
tracts, leaving 161 square miles to go. 
Around Los Angeles, where prices are 
so high that home drive 40 
miles to find cheap land, the Water 
Resources Board found 65 per cent of 
the suitable land still undeveloped in 
1955; and the geographic center of 
third still 


farmed by a land speculator 


buyers 


America’s biggest city is 
being 
who is holding it off the market in 
the a still 
higher price a few years from now! 

As_ for 


already being developed there than 


expectation of getting 


Florida, more lots are 
the present astronomical rate of popu- 


lation growth can absorb before 1980. 


loday’s fancy land prices are all 
very well as long as the illusion of 
scarcity can be preserved, as long as 
everyone thinks the land he pays too 
much for today can be sold for a still 
higher price tomorrow. But what will 
happen the 
comes when prices can go no higher 


when inevitable day 


and the speculators rush to cover? 

Today’s fantastic land prices would 
be impossible if the appraisers were 
not aiding and abetting the inflation 
by reflecting these sky-high prices in 
their appraisals. I wonder how some 
of them will feel about their part in 
letting this bubble get so inflated afte: 
the bubble has burst. 

Now. 


appraisers on 


for some questions to 


behalf of mortgage 
lenders 

The lenders are your principal cus- 
Chey tie up their money for 
the 
basis of your appraisals, so they are 


tomers 


20 and sometimes 30 years on 


much more concerned with tomor- 
row’s value than with today’s price; 
they are much more concerned with 
knowing what a wise buyer would pay 
for the house and lot 20 years from 
told the 


would sell for today. 


now than in being what 
property 


Are you appraising for tomorrow’s 


32 THE MORTGAGE BANKER + June 1960 


market, or for today’s market, or for 
yesterday's market? Are you reserving 
your highest valuations for the kind 
of houses people are likely to want to 
have in the vastly different world of 
1980 when the average family will 
have a bigger income (in constant 
dollars) than junior executives made 
right after the last war? Or are you 
backwards and giving your 
highest the kind of 
houses and the price-class of houses 
that proved the best mortgage risk in 


looking 
valuation to 


yesterday's market? 

Three years ago, the best informed 
housing expert in official Washington 
warned us all that America would 
soon face a glut of cheap housing. 
Colean has filled in the 
figures the Census Bureau’s 
housing inventory. He says: “Even if 
we had stopped building any cheap 
three years ago, we 
would already have 9,400,000 more 
reasonably good housing units priced 
under $12,400 than we will need in 
1970 counting 5-million sub- 
standard units that should be taken 
off the market as soon as possible.) 
But by FHA income requirement 
standards,” Mr. Colean, “the 
next decade will offer us a potential 
market in constant dollars for: 


Economist 
from 


houses at all 


not 


Says 


3,300,000 more homes priced from 
$12,400 to $14,200 

5,200,000 more houses priced from 
$14,200 to $17,500 

6,000,000 more houses priced from 
$17,500 to $23,600 


“~ 


9,970,000 more houses priced over 
$23,600 

“In other words,” he says, “today’s 
mass market is the quality house. The 
shelter America 
already has far more low-priced hous- 
ing units than families who cannot 
qualify FHA to buy something better. 
The whole net population increase in 
the Sixties will be families who could 
qualify FHA to pay at least $17,500 
for a quality house, and more than 
60 per cent of that net increase will 
be families who could qualify FHA 
$23,500 for a still 


shortage is over. 


to pay at least 


better house.” 

Now a question to ask on behalf of 
the entire housing industry. 

Will appraisals and lending policies 
hasten or delay, encourage or ob- 
struct, the transformation of home 
building from an ancient and waste- 


ful handicraft to a modern assembly- 
line industry? 

Says Professor Burnham Kelly of 
Harvard, reporting to ACTION on a 
$250,000 research financed by the 
Ford Foundation: “The old ways 
cannot prevail. The question is not 
whether there will be change, but only 
when and how .. . already there has 
been significant change in the funda- 
mental character of the industry. 
There must soon come a time when 
the degree and character of change 
will have reached the _indefinable 
point at which conventional resist- 
ance fades away and there is a snap 
over into an entirely new situation.” 

The waste of labor and the waste 
of money for on-site fabrication is too 
great to continue. Anything and 
everything can be made better and 
cheaper in a factory, so tomorrow’s 
house will be built with parts instead 
of pieces — factory-fabricated parts 
sized to the standard dimensions so 
they will fit together and work to- 
gether with a minimum of wasteful 
on-site labor. Tomorrow’s house will 
be built with prefabricated wall pan- 
els, prefabricated flooring panels, pre- 
fabricated roof trusses, prefabricated 
roofing panels, prefabricated plumb- 
ing assemblies, prefabricated mechani- 
cal cores. Tomorrow’s house will be 
built to standard dimensions, and any 
house that does not fit those standard 
dimensions will cost much to 
maintain (just as a car that could not 
use standard size and 
standard gas would cost too much to 
Tomorrow’s house will look 
very different because so great a 
change in the way houses are built is 

bring a corresponding 
their appearance. 


too 


tires use 


run 


bound to 
change in 

At long last, the housing industry 
is entering the industrial revolution, 
and with that revolution home build- 
ing has a chance to become America’s 
greatest growth industry. For two 
generations, the housing industry has 
had the pants sold off it by other 
industries competing more efficiently, 
more concertedly, and more aggres- 
sively for the consumer dollar. Now 
industrialization will give home build- 
ing its chance to catch up. 

How soon and how fully home 
building can seize this opportunity 
will depend in large measure on 
whether appraisers and lenders help 


or hinder the transformation. 


SERVICING TIPS 





from the TOP 


About mortgage loan servicing 
Conducted by W. W. Dwire 


Chairman, Servicing Committee 








When the Time Comes to 
Change Your Accounting 


driven to automation. 
accounting 


s being 


IG-VOLUME mortgage banking 
B: 
A battery of electronic 
machines and related equipment, op- 
erated by trained technicians, is cer- 


tain to replace bookkeepers and less 


sophisticated office appliances in 
many mortgage firms as they expand 
1960s. 

rhe only question is: at what point 


their business in the 
do you cross the line where the old 
methods are no longer practical? 

Our firm passed that point a little 
more than two years ago, when we 
were servicing some 8,000 loans. Man- 
agement then recognized that further 
increases in business could not be han- 
dled effectively and efficiently by add- 
ing to our old equipment, but that 
a complete change in approach was 
required. 

Since then, we have gone through 

that tested 
and patience. 


our or- 
Only 


recently have we emerged with a sys- 


a transition has 


ganization our 
tem adequate to our particular needs 
and one that equips us for growth in 
the foreseeable future. 

We have fallen 
out of many of the pitfalls along the 


into and climbed 


path of change. Warnings we post 
some value to those who 


take his 


may be of 


follow, although each must 
own course, determined by individual 
requirements, to the same general des- 
tination. 

Heavy volume is only one of the 
pressures pushing toward automation. 


When it comes it can be, 


and very often is, a time of confusion and 


trouble because it seems there are never two change-overs exactly altke. 


But the time does come when the old methods are no longer adequate 


for a larger volume, when it’s more expensive to stay with what 


you have than go on to something new. 


This is the case history of one firm’s 


transition to IBM. It had the usual headaches but punched card 


accounting proved that it was more than worth all the work and effort. 


By ERNEST KANRICH 
Financial Vice President, Percy Wilson 
Mortgage and Finance Corp., Chicago 


The different kinds of information in- 
and the speed with 
which they want it, demand electronic 


vestors want, 


“brains” that can sort out, classify, 


or collate a great variety of data, and 


do it hundreds of times faster than 
human brains and hands. 
However, if the “memory” of the 


machines is faulty because erroneous 
or incorrectly organized information 
has fed into them, then what 
comes out is confusion compounded. 


been 


In systems designed for lighter work 
volumes, original mistakes are more 
easily detected and corrected at entry 
time. Electronic machines impose 
more rigid requirements in control 
and inspection of input data. 
Therefore, the first step for 
firm considering switching to a 
punched card 
should be a rigorous tightening up of 
Remember, 


any 
accounting system 


old-records and methods 


blotte: memoranda and what 
some old-timer 


to help one bit, once you entrust your 


cornet! 
“knows” aren’t going 
records to the impersonal machine. 

The best way to clean up old ways 
is probably to call in a CPA firm with 
competent specialists, or a manage- 
ment engineering firm that can give 
accounting and office 
communications a thorough and im- 
partial overhaul. The things to watch 
out for are the details and minor slips 


your controls 


that never caused much trouble be- 
fore—initials one place, full name an- 
other—the same name spelled slightly 


differently on two sets of records 
address on the second 
the third line of 
Common sense readily recognizes and 
interprets but the 
“super intellect” of the electronic de- 
vices can be thrown into a complete 


line of one 


card, on another. 


such variations, 


tizzy. 
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What you are really shooting for is 
a standardized and absolutely uni- 
form system of internal control and 
communication. When you have such 
a system in existence, you can super- 
impose IBM methods upon it quite 
safely. 

Perfection of internal control and 
data recording involves the writing 
down of every procedure. A complete 
procedures manual is a “must,” and 
the time to compile it is before, not 
after, the switch to electronic ma- 
chines. 

There is a big job to be done in 
educating the entire organization. 
Every worker in every department 
must know the effect his work has on 
the centralized IBM operation. Con- 
trary to the popular belief that ma- 
chines make “robots” of men, each 
worker must be made more aware of 
the importance of his job and con- 
scious of the fact that he really con- 
trols the machine—that the end re- 
sult of any IBM process can be no 
better than its beginning. 

Don’t be in too great a hurry to 
order in your IBM machinery. Don’t 
be over-impressed with the spectacu- 
lar accomplishments of a “demon- 
stration”. The results can be spec- 
tacular, indeed, but unless your 
organization is ready for the machin- 
ery, a debacle may ensue. 

At Percy Wilson, we made a grad- 
ual shift to the system we have finally 
developed and which we now operate 
ourselves within our own offices. We 
started out with very little equipment 
of our own, but utilized a tabulating 
service bureau for the bulk of our 
processing and accounting work. 

Using the service bureau enabled 
us to work the “bugs” out of our sys- 
tem before we ordered specific units 
that might not have been best for 
our particular application. We re- 
lied heavily on the service bureau for 
nearly two years, while we were tight- 
ening our controls and training old 
and new employees to assume new 
responsibilities. We early recognized 
that the specialized nature of machine 
accounting requires supervision by an 
IBM specialist and we hired one. 

We had our share of conversion 
problems at the outset. We learned a 
great deal in working with the tabu- 
lating bureau, but the limitations of 
an outside service ruled it out as a 
permanent arrangement. 

For one thing, we had to gear our 
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system, not so much to our own needs, 
but to the tabulating bureau’s equip- 
ment and work schedules. The bu- 
reau, for economical operation, must 
accumulate data and process it all at 
one scheduled time. 

As a result, the lag between activity 
and posting may be longer than can 
be tolerated. This may intensify prob- 
lems of delinquent payments, settle- 
ment of loans paid in full, assump- 
tions and a host of other matters. A 
service bureau is not always in a 
good position to take individual cards, 
process and update them on a daily 
basis. 

In our first year with IBM, our 
business volume rose 25 per cent, and 
this did not ease the transition. Our 
payroll and the number of people on 
it went up. We had to bring in out- 
side help, and overtime increased. We 
began to wonder if we had made a 
mistake. 

By the end of the year, however, 
our problems were in focus and we 
could see our way through to their 
solution. 

In the second year, we planned for 
and ordered our own IBM equip- 
ment—including a flexible 407 ac- 
counting machine to accommodate 
the versatile system we knew we 
needed. We are servicing 85 different 
investors, each with their own re- 
quirements. Reporting and remitting 
to them demands some fast stepping, 


even on a punched card system. 

During our second year, our volume 
rose strongly again, so that by the end 
of 1959, we were servicing about 
12,000 loans. While we had experi- 
enced some rough going, our punched 
card system was now beginning to 
prove its advantages and expansive 
capacity. 

We took on additional space and 
did some remodeling to accommodate 
the general expansion of our business 
as well as the new IBM department. 

In transferring the work load to 
our own organization, we did not take 
over from the tabulating service all 
at once, but gradually, as we were 
able to assimilate the various proc- 
esses. 

You don’t change IBM methods 
over night, and the systems developed 
to coordinate with the tabulating serv- 
ice bureau’s requirements were at first 
moved right over onto our own ma- 
chines. From that point, we are re- 
fining our methods until we get ex- 
actly what we want. 

Our course and present position 
might be likened to moving from the 
limited confines of a small lake, out 
through a channel and over cataracts, 
into the open sea. We may not al- 
ways have smooth sailing ahead, but 
at least, we can go places. 

What do we have now that we 
never had before, and never could 


have attained with the type of book- 





How About Quarterly Payments... 


Nearly everyone in the 
mortgage business has our 
big red book of amortiza- 
tion schedules for loans 
with monthly payments. 


Not so many mortgage 
men have, or know that we 
publish, an equivalent book 
of amortization schedules 
for quarterly, semiannual 


FINANCIAL pPuBLISHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. KENmore 6-1827 


TABLE-MAKERS FOR MORTGAGE MEN EVERYWHERE 


or annual payment loans. 
It has 1400 different sched- 
ules in it, all for a loan of 
$1,000; and also payment 
and interest tables. 


It sells for $10, and should 
be on your shelf for refer- 
ence when you need it. 
Gladly sent on approval. 
Ask for publication No. 86. 
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keeping system and office appliances 
still employed by most mortgage bank- 
ing firms? What are the results that 
make transition to IBM worth all the 
headaches? 

Here are some of the advantages: 

First, with respect to borrowers, we 
now have a fast, means 
of keeping in touch with them, on 
billings, collection follow-ups, and 
miscellaneous mailings, Follow-ups on 
delinquencies is now very quick. 
now have 


mechanical 


Second, for investors, we 
the ability to compile more informa- 
tion on any account. Reports can be 
compiled grouping accounts by almost 
any desired breakdown, such as 

Investor Interest rate 
Loan balances 
Delinquency 
Tax status 


Location 
Origination 
VA, FHA, 
conventional 
It should be observed, however, that 
a great deal of non-productive clerical 
effort still be devoted to meet- 
ing the diverse reporting and remit- 


must 


ting requirements of 85 investors. For 
example, some want daily remittances, 
others in multiple of a thousand dol- 
reference to servicing 


lars. Constant 


manuals and resetting of machines eat. 


up time that could be spent more cre- 
atively. Investors would do themselves 
and their loan correspondents an im- 
mense amount of good if they could 
get together on a uniform set of re- 
quirements. 

Through the coordinated efforts of 
a committee representing insurance 
companies, savings institutions, banks 
and mortgage standard 
pattern of data and forms could be 
developed and commonly adopted for 
reporting purposes. Volume demands 
mechanized procedures; and stand- 
ardized, rather than individualized, 
forms permit the greatest effectiveness 


bankers, a 


of machine utilization. 

Third, internally, we are doing 
with those “top drawer sec- 
rets” information that gets tucked 
away in somebody’s desk and can 
never be found when it’s needed. Cen- 
tralized IBM operation means the 
pooling of information so that any- 
one who needs it can get at it. High 
standards of group performance and 
accuracy become more important as 
we grow less dependent upon the ac- 
cumulated knowledge and know-how 
of a few key individuals. 

Employees who are in contact with 

Continued on page 37) 


away 


Taking Some Hazards Out of 


Handling Hazard Insurance 


THAT’S WHAT ONE GROUP set out to do, and what was 
done may furnish an idea for other local groups. Proper handling of 


hazard insurance is one of the difficult functions of a servicing department 


and anything to make tt an easter task ts always welcome. 


Any degree 


of standardization of procedure is a real benefit and 


that is what the mortgage lenders of two Indiana communities set 


out to accomplish. It seems they have attained a measure 


of SUCCESS 


but let their story unfold in the exact suggestions which they 


adopted. The committee that did the job consisted of Lee Girvin, 


Lester L. Brown and George E. Kehle 


and they re pre sent, re § pe r tively, a 


savings and loan, and bank and trust company and a mortgage firm. 


To St. Insurance 
Agents 


We are all aware that the cost of 


Joseph County 


doing business continues to rise. All 


of us are interested in reducing our 
servicing costs to a minimum and, at 
the same time, give our customers the 
best possible service. 

In order that we might all stream- 
line out and have a mutual 
understanding, the South Bend-Mish- 
awaka Association of Mortgage Lend- 
ers has prepared this insurance guide. 
We think that this guide, which at- 
tempts to standardize insurance pro- 
cedures, will reduce the handling cost 
for everyone and eliminate many mis- 


work 


understandings. 

The Association feels that this pro- 
gram is a step in the right direction 
assistance it can and 


and with your 


will work out to our mutual benefit. 






HOME OFFICE 


OUSTON FIRE ano CASUALTY INSURANCE CO. 


I. New Policies, Renewal Policies, 
Renewal Certificates, Etc. 

1. Each mortgage provides that 
sufficient fire and extended coverage 
insurance be maintained against the 
security property and that the mort- 
gage lender collect monthly 1/12th 
of the estimated insurance 
premium. Therefore, with few excep- 
tions, for each service we 
must have a renewal policy, renewal 
certificate or an annual installment 
notice 15 days prior to the anniversary 
date or expiration date of the existing 


annual 


loan we 


insurance coverage. 

2. Prior 
ing transaction the mortgage borrowe1 
should provide to the mortgage 
lender, subject to certain exceptions, 
an original policy in an amount equal 
to or than the amount of the 
loan with an accompanying paid re- 


to a mortgage loan clos- 


more 








MULTIPLE LINE 
ENERAL INSURANCE CORPORATION 





. FORT WORTH, TEXAS 
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ceipt, as the mortgage borrower is re- 
sponsible for the payment of the ini- 
tial premium. 

3. Forward all renewal policies, re- 
newal certificates or annual install- 
ment notices promptly. Also, please 
check carefully to see that all policies 
or certificates state correctly all the 
mortgage borrowers’ names, property 
location, amount and type of cover- 
age, and mortgage lender’s name in 
the loss payable or mortgage clause, 
etc., to avoid our returning same for 
correction 

+t. If we have not received the re- 
newal policy or renewal certificate 15 
days prior to the expiration date or 
anniversary date of the present cov- 
erage, we will not be required to ac- 
cept same 

5. Insurance policies containing 
loss deductible clauses may be ac- 
cepted or rejected at the discretion of 


the mortgage lender 


Il. Payment of Premiums 


l As stated above, we collect in 
the mortgage borrower's monthly pay- 
ment an estimated amount to renew 
the insurance coverage for the follow- 
ing year and normally have an escrow 
with sufficient funds to pay the pre- 
mium for the renewal policy, renewal 
certificate or annual installment. This 
is not true if the coverage is in- 
creased, changed, etc., from the previ- 
ous yeal 

2. Each renewal policy, renewal 
certificate, annual installment notice 
or endoresment should be accompa- 
nied by an invoice if applicable and 
indicate the amount of premium due, 
policy number, term coir ered, the in- 
suring company, agent’s name and ad- 
dress, mortgage borrower's name and 


addre ss 


3. We pay invoices for insurance 
premiums once each month between 
the 10th and 15th. If renewal polli- 
cies, renewal certificate or annual in- 
stallment notices are received in 
proper order prior to the 10th of the 
month in which they become effec- 
tive, such invoices will be paid in the 
same month. On the other hand, if 
renewal policies or certificates with 
accompanying invoices are received 
after the 10th of the month in which 
they become effective, they will not be 
paid until approximately the 10th to 
the 15th of the following month. 
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Premiums will not be paid more than 
once each year. 


III. Substitution of Insurance 
Policies 


1. Once the mortgage lender has 
received and approved an insurance 
policy, substitute policies will not be 
accepted during the term unless the 
following conditions are complied 
with: 

a) The first premium must be 
paid by the mortgage borrower and 
a paid receipt must accompany the 
policy 

b) Money accumulated in the 
escrow account cannot be applied 
to the first premium. 

c) The policy and the paid re- 
ceipt must be accompanied by an 
agent of record letter properly 
signed by all of the mortgage bor- 


rowers. See letter next page. 


IV. Homeowners Policy or Broad 
Form Coverage 


|. Although the mortgage provides 
that the mortgage lender must accept 
only fire and extended coverage in- 
surance, we are willing to accept the 
Homeowners policy or broad form 
coverage as a convenience to the 
home owner. Normally homeowners 
policies are substituted for fire and 
extended coverage policies and the 
annual premium for the homeowners 


policy is considerably more than the 
fire and extended coverage policy. 

2. Although we have collected in 
the escrow account a sufficient sum to 
renew the fire and extended coverage 
policy, we have not collected in the 
escrow account a sufficient amount to 
pay for the homeowners policy or 
broad form coverage. In order to 
avoid additional bookkeeping, corre- 
spondence, etc., for everyone, we have 
set up the following rule in accepting 
homeowners policies at the anniver- 
sary or renewal date: The difference 
between the first year’s premium on 
the homeowners policy or broad form 
coverage and what is in escrow must 
be paid by the home owner to the in- 
surance agent for the first year, and 
a paid receipt must accompany such 
policy. The mortgage lender will re- 
lease escrow information to those au- 
thorized in the manner prescribed 
under Section VI. of this pamphlet. 

3. We will be unable to accept a 
homeowners policy or broad form 
policy where credit has been given for 
existing dwelling coverage. To do so 
would mean in effect that we must 
maintain two policies for the same 
period of time which we are unable 
to do. 

V. Losses 


|. Agents should also bear in mind 
that the mortgage lender, at its dis- 
cretion, may apply any insurance loss 
draft first to the monthly payments 
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ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 


we urge you to consult us. 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 








if the loan is delinquent or in the case 
of a total loss the entire insurance 
proceeds on the payment of the loan 
rather than restoring the property. 
For this reason on substantial losses 
we should be notified before any ac- 
tion is taken. 

2. If a loss does not exceed $100.00 
it is satisfactory to omit our name on 
any loss draft. However, we wish to 
call to the agent’s attention that 
proper care should be exercised to see 
that any such loss is properly repaired, 
all bills for labor and material paid, 
etc. On the other hand, if a loss ex- 
ceeds $100.00 our name should ap- 
pear on the loss draft. 


VI. Releasing Insurance Information 
to Unauthorized Persons 


1. Information regarding insurance 
policies or escrow payments is of a 
confidential nature, and other than 
the mortgage borrower it will not be 
provided to anyone except as follows: 
When the agent of record desires con- 
fidential information pertaining to in- 
surance he will be required to submit 
a written request in duplicate on the 
suggested request for information 
form at least 30 days prior to the date 
it is wanted. 


VII. General 


1. Agents should provide the mort- 
gage borrower with a copy of the in- 
surance policy, renewal policy or 
renewal certificate and furnish only 
the original to the mortgage lender. 

2. The original policy, renewal 
policy or renewal certificate and all 
correspondence should be sent to the 
mortgage lender and not to the mort- 
cage borrow er. 

3. All correspondence should give 
reference to the mortgage borrowers’ 
name and address in order to assure 


prompt handling by the mortgage 
lender. 
+. An advance service charge of 


$10.00 will be required for any devia- 
tion of the aforementioned procedures. 


WHEN THE TIME COMES 
Continued from page 35) 
customers follow more uniform prac- 
tices, and consequently are better able 

to adhere to company policies. 

Our punched card accounting sys- 
tem for our mortgage accounts is now 
being “perfected,” although we al- 


SUGGESTED AGENT OF RECORD LETTER 


Gentlemen: 


Please recognize 


Date 


as 


my agent of record and representative on insurance matters in connection with 


my property located at 


City 


Street, 


State 


Also, this letter is your authority to provide to the above mentioned agency 


information relative to the writing of our insurance. 


Mortgagors 


ways view “perfection” with suspi- 


cion. We are working forward in the 
chronology of lending to put construc- 
tion loans on cards, too. We’ll be able 
to store data on building progress and 
inspections. Payouts will be facili- 
tated. We look forward to almost im- 
mediate progress reports on the proc- 
essing of loans. 

Later, we will punch a card for 
every loan application, so that we will 
eventually have a complete IBM serv- 
ice from origination to maturity. Any 
loan applicant will be able to find out 
in short order where his application 
stands on approvals, commitments o1 
processing. Including construction 
loans and applications in the IBM op- 
eration will the number of 
accounts on punched cards by about 
2.000. 

The effect of IBM is reaching into 
and benefiting every department and 
our affiliated insurance agency. 


increase 


Summing it all can give 
steadily better service, both to bor- 
rowers and to investors. We can serve 
them faster with more detailed and 
more accurate information, and trans- 
fer funds from our hands into theirs 


up, we 


more quickly. 

Whatever helps them helps us. 
There are many mortgage sources in 
our area to which builders, home 
owners, and commercial and indus- 


trial borrowers may turn. There are 
many mortgage bankers acting as 
loan correspondents for investors. The 
ability to serve a little better is our 
main hope for growth—both in these 
days of tight money when investors 
can pick and choose, and in the pe- 


riod of expansion we see ahead. 


MEN FOR HIRE 


As a part of MBA’s student placement 
program, the Association regularly makes 
available to its members candidates which 
are, or soon will be, available for employ- 
ment. All are interested in careers in 
mortgage banking and all have been care- 
fully screened as to qualifications. To 
secure more details, address the candidate 
by the box number shown and mail to the 
Association. 





Candidate No. 100—Box 662. Age 26, 
married, 1 child, available June 1960. 
B. A. degree, University of Nevada. Can- 


didate for Master of Business Administra- 
tion, University of California, concentrat- 
ing in the field of Real Estate and Fi- 
nance. Was selected to Who’s Who In 
American Colleges and Universities in 


1955. Part-time employment as retail 
clerk. U. S. Army—August 1955 to June 
1959. Aviator, instrument flight instructor, 


and training supervisor for inductee basic 
military training. College instructor com- 
ments—“I have had occasion to observe 
RE sctenses work over a period and 
consider him to be an able and con- 
scientious young man experience as 
an officer in the U. S. Army is reflected in 
his mature and confident bearing. I con- 
fidently expect that Mr. will be 
successful if he enters the mortgage bank- 
ing field.” 
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A department sponsored by MBA's Farm Loan Committee 





The Federal Land Banks Increase 


Their Dominance in Farm Loans 


URING 1959. Federal Land 
Banks moved into a position of 


increasing dominance in the farm and 


ranch loan field, making a total of 
some $574,000,000 in loans 
As indicated on the chart below, 


they improved their operating posi- 


tion slightly by reason of a breathing 


spell given them in the latter 


part 


of 1958 when it was possible to place 


a substantial amount of bonds for 
one year at a rate of 13% per cent. 
These were extended at 5 per cent 
and then re-issued in the early part 


of 1960 at approximately 5 per cent 


As a result, unless they succeed in 
their efforts to make a _ substantial 
number of loans at a higher rate of 
interest, and at the same time make 
a number of verv large loans, they 
will probably not make as good a 
showing in 1960. They will continue 
to have an operating loss by our 
measurement standards. It would 


seem that our measurement standards 


are right, and they should admit to 
an operating loss as they cannot op- 
erate on the difference between the 


rate paid on bonds and other borrow- 
the average rate of return 


The fact that they 


ings, and 
on mortgages held. 
cannot operate on this margin points 
up 


permut 


verv clearly how unfair it 1s to 


them to accumulate earnings 
undiluted by taxes paid by all their 
competitors, and how the return on 
these other earnings can undercut the 
fair cost of money in the market. 
Chey will continue to show an over- 
all profit by reason of their $447,000,- 


38 THE MORTGAGE BANKER + June 1960 


Private farm mortgage lending has been under heavy competition 


from the agencies of the federal government for a generation but, as 


a result of liberalizing legislation during the past year, it is 


now heavier then ever. Opportunities are so heavily weighted in 


favor of the Federal Land Banks that it might well mean, as Mr. 


Goodwin believes, the end of this area of private enterprise. Fol- 


lowing his previous reports on this development, here is the 


situation as of now. 


By EWART W. 


GOODWIN 


Chairman, MBA Farm Loan Committee 


Percy H. Goodwin Company, San Diego 


000 of accumulated profits and re- 
serves largely accumulated as a result 
of tax subsidies they enjoy, which per- 
mit them to show an over-all profit 
the fact that their last 


reported cost of doing business was 


regardless of 


approximately 1.2, and the difference 
between the rates paid on bonds and 


other borrowings and the average rate 


return held, only 
gives them an average margin for op- 


and dividends, of 


of on mortgages 


erations, reserves 
0.92. 

The chart below indicates the basis 
the above statement. The sub- 
sidies referred to that permit the Land 
Banks to operate at lower than mar- 
ket interest rates, result from the fact 


for 





WITH 


Average Rate 


*Principally commercial bank loans 


Source 





COMPARISON OF COST OF BORROWING 
RETURN ON MORTGAGES HELD, 


Average Rate Paid on: 


Fiscal Year of Return on Bonds Bonds & other Reserves,* 

Ended Mortgages Held Borrowings Dividends 

1956 +.06 2.21% 2.22% 1.84% 
1957 4.12 2.78 2.82 1.30 
1958 +.25 3.38 3.39 0.86 
1959 +.28 3.32 3.36 0.92 


Annual Reports, Farm Credit Administration 


1956-1959 


Average Margin 
for Operations, 








hat they receive direct and indirect 
ubsidies from the Federal Govern- 
nent in the form of exemption from 
nost taxes. Since they are called Fed- 
‘ral Land Banks, and since the money 
narket assumes that the Government 
would bail out the Land Bank system 
f it experienced financial difficulty, 
the Government itself holds a readily 
recognizable umbrella over Land 
Bank bonds. 

To repeat, when we add the tax 
subsidies and the protection enjoyed 
in the bond market, the Land Bank 
\ssociation enjoys an edge of % per 
cent to 1 per cent over all competing 
private lenders. Whether or not this 
is good, and some of the problems 
that may result, will be the subject 
of a later article. 

Again at this time it should be 
pointed out that the difference is not 
so much in the price at which the 
Land Banks can get the money, as in 
the gross margin at which they can 
operate as a result of earnings on 
funds accumulated through tax sub- 
sidy. 

An extension of these special com- 
petitive advantages will ultimately 
mean an end to private lending in 
the farm loan fields. If the 
thinking and policies extend to urban 
loans through the establishment of a 
central mortgage bank facility, it looks 
as though the handwriting might be 
on the wall for private mortgage 
banking in the United States. 

Fantastic as it may seem, the indi- 
cations are that our legislators are not 
aware of the banking facilities they 
created and further nutured last year 
when they passed, without independ- 
ent investigation, legislation removing 
the $200,000 limit of loans, permitting 
the Land Banks to make unamortized 
loans, and adding the further infla- 
tionary move of permitting the loan 
to include 5 per cent stock required 
in the Federal Land Bank. 

Che question is whether our busi- 
ness leaders wish to take the steps 
necessary to alert our legislators to 
the importance of preserving private 
banking in the farm and ranch loan 
field. History has shown that when 
one group enjoys lush subsidies, their 
privileges over a period of years are 
either curtailed or withdrawn; or 
similar subsidies are inevitably ex- 
tended to other fields—in this case, 
a central mortgage bank for urban 
lending. 


same 


PERIOD OF CHANCE 
Continued from page 24) 


working capital and borrowing ratios, 
they generally have not been accept- 
able. Due to single ownership nature 
of the mortgage banking industry, it 
appears likely that in the next decade 
there will be more sales and mergers 
of mortgage companies than in the 
past. In such transactions in the past, 
the purchase of the service account 
has been financed by a_ purchase 
money amortizing note with a 5 to 
8 year maturity representing the value 
of the service account being acquired 
by the buyer. In the past, commercial 
bankers have not objected to this in- 
debtedness not being subordinated to 
bank borrowings. They have permitted 
purchase money notes to rank equally 
with commercial bank borrowings, 
even though the purchase money 
notes were offset on the asset side of 
the balance sheet by the value of 
servicing acquired, which asset does 
not normally appear on the balance 
sheet of a mortgage company. With 
the factor of capital inadequacy and 
higher degree of risk borrowings re- 
quired in the mortgage industry today, 
it is to be doubted whether commer- 
cial bankers in the future will be 
content to stand aside and permit 
such indebtedness to rank equally 
with their own. It can be proven 
from both the point of view of the 
purchaser and seller that it is to their 


best interest to subordinate such in- 
debtedness to bank borrowings in the 
interest of strengthening the company. 

Diversification of income may well 
be a significant factor in the future 
in the mortgage banking business. 
Those companies, with a reasonably 
diversified business—from real estate 
sales, real estate management, ap- 
praisal, Title I paper, shell housing 
financing, insurance premium financ- 
ing, and syndication of real estate 
investments—will inherently be in a 
stronger competitive position in the 
future. Perhaps also the mortgage 
banker can also diversify in his think- 
ing and explore other avenues: What 
funds will purchase a first mortgage 
bond issue? The private sources and 
self-administered pension funds that 
are receptive to mortgage financing 
with an equity kicker? The under- 
writers that are partial to underwrit- 
ing a collateral trust bond issue 
secured by first mortgages and credit 
leases? 

In the next few years, the mortgage 
industry will be faced with many pro- 
posals regarding the liberalization of 
FNMA and a central mortgage bank. 
A great percentage of these, if effec- 
tuated, could have a serious effect on 
the value of the dollar. Though the 
inflation issue is quiescent at the 
moment, it will be a significant factor 
in the 1960s if the past is any measure. 

From all points of view, you have 


a vested interest in a stable dollar. 
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Pittsburgh 





NEW YORK 5, N. Y. 
Teletype NY 1-2340 


* Clevelond * St. Louis 








THE MORTGAGE BANKER * June 1960 39 








Conference in NEW YORK g 


Problems that affect people and in- mortgage investment? About 25 per life) are forcing investment changes, 
dustries often have a way of con- cent less, thought Savings Banker thus creating the prospect of a third 
tinuine on from one year to the next, Edmund F. Wagner. Commercial going to mortgages as against a half 
always with the certainty that new banks? About the same as last year, in post war years, said Richard H. 


ones will come along to also demand ventured Chase 


attention. At the New York Con- President Raymond 
Changes in the life cott Bush of Connecticut took the 


itself (more sales first Rains bill apart (there’s been a 


) 


ference, the 1100 who were there life companies 


listened to appraisals of both kinds insurance business 


What will savings banks have for of term insurance 


" 


i 



































Who will have money for mortgage investments and how much 

that’s what this panel was considering in New York. Left 
to right, Edmund F. Wagner, chairman, The Seamen’s Bank 
for Savings, New York; Richard H. Wilson, financial vice 
president, State Mutual Life Assurance Company of America, 
Worcester; Nathan T. Bascom, president, Worcester Mechanics 
Savings Bank, Worcester; speaking, Tilford Gaines, Federal Re- 
serve Bank of New York; and Raymond T. O'Keefe, vice presi- 
dent, The Chase Manhattan Bank. Right, some who were 
there. Second from left, Julian H. Henmig, August Kohn and 
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Manhattan Vice Wilson of State Mutual Life. 


lr. O’Keefe. The 


On the legislative scene, Sen. Pres- 


as against ordinary second Rains measure since then) as 






Company, Inc., Columbia, S. C.; Harry Held, The Bowery 
Savings Bank, New York; and Roger H. Wall, Stockton, Whatley, 
Davin & Company of Puerto Rico, Inc., Santurce, Puerto Rico. 


Below, left, W. D. Galbreath, Percy Galbreath & Son, Inc., 
Memphis; William Dunstan, First Trust Company, Chattanooga; 
and, right, James A. Sweeney, National Bank of Commerce, 
Memphis. Right, Everett Mattson, T. J. Bettes Company, Hous- 
ton, and Fred B. Morrison, Jr., Metropolitan Life Insurance 
Company, New York. 





and in PHOENIX 


1 back-door raid on the Treasury.” years when we have recorded tremen- interest 
credit in home building is no 


of the economy. Inflationary 


\s for the mortgage business itself dous volumes of new construction. In easy 


during the first half of 1960, Presi- some areas, home sales are still good, answer,” he said 

dent B. B. Bass—who’s been traveling in some rather slow and in others In Phoenix, emphasis was centered 
over the country and in a good posi-_ definitely bad. more on the mortgage industry itself. 
tion to observe—said there had been “This easing in home sales is sure <A_ highlight was the appraisal of 


change for the better, an easing of to create increased pressures in con- John P. Traynor (see The Mortgage 
federal Banker, May, 1960) of where we've 


credit, greater availability of funds veress for more doses of easy 
been in mortgage lending, where 


‘Sales of homes, however, have credit such as we have experienced in 
slowed and there is a question now recent years, and it will be our job to we're going and what it will take to 
as to just how much of the demand tell congress that artificially easy get us there. More than 350 attended 
not in the best the Phoenix Conference. 


for new homes has been met in recent’ credit of this kind is 





Unique but inviting setting for a speakers table. Speaking, Rep. Below, left, some who were there with their ladies, John 
John J. Rhodes of Arizona; members there, John Blundell, J. B. Blundell and President Bass, Mrs. Blundell and Mrs. Bass, and 


Shea, S. P. Applewhite, Jr., President Bass and General Counsel Mr. and Mrs. J. B. Shea. 
Samuel E. Neel. Below right, standing, Gov. Paul Fannin of Arizona, James B. 


Upper right, Phoenix Conference Committeemen: Leslie Os- O’Brien, The Chase Manhattan Bank, New York; seated, Presi- 
born, Robert S. Vaughan, Don Charles and Henry Pickrell who dent Bass and John P. Traynor, Mutual Life of New York. 
heads the Arizona MBA this year. 
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Nominations for MBA 
Posts for the Coming Year 


1s has become traditional at this time of year, a development 





looking toward another 


{ssociation year takes place—the announcement 
of the official slate of officers to be presented at the MBA annual 


meeting at Convention time. For the 42nd time, a new president will be 


elected and a new group will begin direction of the Association’s activities. 


For the next Association vear be- 
sinning with the close of the Conven- 
tion in Chicago, these nominations 
for MBA posts have been made and 
will be submitted at the annual elec- 
tion 

Robert Tharpe, president, 
& Brooks, Inc 

Carton S. Stallard, president, Jer- 


Elizabeth, 


Charpe 
Atlanta, for president 


sey Mortgage 
N. ]., for vice president 

Dale M. Thompson, president, City 
Bond & Mortgage Company, Kansas 
City 


Company, 


Mo. for second vice president 
George H. Dovenmucehle, chairman, 

Dovenmuehle, Ine Chicago, for 

treasure! 
Nominated for positions on the 


board of governors for the term end- 


ing 1964 were 


Nathan T. Bascom, president, Wor- 
cester Mechanics Savings Bank. Wor- 
Mass.: 


Lon Worth Crow, president, Lon 


cester, 


Worth Crow Company, Miami: 


William F. Keesler, senior vice presi- 


dent, The First National Bank of 
Boston: 
F. M. Petree, president, Home 


Mortgage & Investment Co., Okla- 
homa City: 
Alvin E. Soniat, president, J. E. 
Foster & Son, Inc., Fort Worth: 
Herschel Greer, president, Guar- 
anty Mortgage Company of Nash- 


ville: and 

Ewart W. Goodwin, president, 
Percy H San 
Diego, Calif 


Goodwin Company, 


Nominated for regional vice presi- 
dents were 

Region 2—Martin R. West, Jr., 
senior vice president, Weaver Bros., 
Inc., Washington, D. C.; 

Region 4+—Edward A. Proctor, 
president, Proctor and Company, De- 
troit: 

Region 12—C. C. DeWitt, Jr., ex- 
ecutive vice president, East Bay Mort- 
gage Service, Inc., Oakland, Cali- 
fornia; 

Region 6—Ernest P. Schumacher, 
president, Schumacher Mortgage Co.., 
Memphis: 

Region 8—Robert Pease, vice presi- 
dent, Draper and Kramer, Inc., Chi- 
cago: 


Region 10—-Donald S. McGregor, 





Carton S. Stallard 
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Dale M. Thompson 


George H. Dovenmuehle 


secutive vice president, T. J. Bettes 
Company, Houston. 
Nominated for Association gover- 


iors at large were 

Region 2 Philip S. Bowie, vice 
wesident, G. Calvert Inc.., 
Washington, D. C.; 

Region 6--H. A. Drake, Jr., assist- 
int treasurer, Liberty National Life 
Insurance Company, Birmingham; 

Region 4+—-W. W. Dwire, vice presi- 


dent, Citizens Mortgage Corporation, 


Bowie, 


Detroit: 

Region 8—Joe Jack Merriman, vice 
»resident, Merriman Mortgage Co., 
Kansas City, Missouri; 

Region 10—Jerry B. Frey, Jr., Jerry 
Frey Mortgage Company, Dallas: 

Region 12—Bundy Colwell, presi- 
dent, The Colwell 
Angeles 


Company, Los 


Mr. Tharpe, the nominee for presi- 
dent, is a native of Georgia and began 
his career in the insurance field in At- 
lanta, later becoming associated with 
Metropolitan Life in_ its 
loan department. During the war he 


mortgage 


was in the Navy and was discharged 
the rank of Lieutenant Com- 
mander. He was one of fifty appli- 
cants selected from a group of 7,000 
the Naval War College, 
where he graduated and served on 
the staff of the Chief of Naval Air 
lraining. In 1947, with J. L. Brooks, 
Jr., he organized Tharpe & Brooks. 


with 


to attend 


He has served on various Association 
committees and in 1958 was awarded 
the Association’s Distinguished Serv- 
ice Award. He is a graduate of the 
Georgia Institute of Technology, where 
he played tackle position on the foot- 
ball team for three He 
selected by the Associated Press All- 
Southeastern Conference for tackle 
1933 season and was named 


years. was 


for the 
on AP’s All-American honor roll. 


Mr. Stallard is a graduate of Brown 
University and a trustee of 
the School’s University Fund. He has 
been active in educational work per- 


former 


taining to the mortgage and real es- 
tate fields and has served as instructor 
of Upsala College in East Orange and 
Rutgers University Extension Divi- 
sion. He is a former president of the 
New Jersey MBA and is a member of 
the American Institute of Real Estate 
Appraisers and Institute of Real Es- 
ate Management. He is also a trustee 
of the Mortgage Bankers Association 


of New Jersey Educational Founda- 


tion 


Mr. Thompson is president of the 
City Bond & Mortgage Company, 
Kansas City, as well as chairman of 
the Western City Mortgage Company, 
San and a former vice 
president of the City National Bank 
and Trust Company of Kansas City. 
He is a trustee and former president 
of the Kansas City Philharmonic 
Orchestra Association and a 
of the University of Kansas City, the 
Kansas City Art and the 
Kansas City Conservatory of Music. 
He is a graduate of the University of 
Michigan and a former director of its 
National Alumni Association and is a 
member of Phi Beta Kappa. He has 
the 


since 


Francisco, 


trustee 


Institute 


Association’s 
board of 1956. 


served on its executive committee and 


been a member of 


governors has 


acted as chairman of its mortgage 


and conventional loan com- 
mittees. He 
gvanization’s School of Mortgage Bank- 
Northwestern and Stanford 


Universities over the past decade. 


market 


has lectured at the or- 


ing at 


Dovenmuehle is chairman of 


Inc.. Chicago, one of 


Mr. 
Dovenmuehle, 
the oldest mortgage banking firms in 


the country, established 116 years 
ago. He is a director of the Chicago 
litle & Trust Company; Chicago 


Dwellings Association and St. Luke’s- 
Presbyterian Hospital. Over the years 
he has taken a prominent part in ur- 
ban renewal activities in Metropolitan 
Chicago; is a former president of the 
Chicago Mortgage Bankers 
tion and has served on many Associa- 
the 
1950 he was given the Association’s 
Distinguished Service Award. He is a 
regular lecturer at the organization’s 
School of Mortgage Banking 


Assoc ia- 


tion committees over vears. In 


>» RISE IN SAVINGS: 

the United 
increased by millions a year over the 
last decade, outstripping the popula- 
tion in rate of growth and bringing 





The numbet 


of savers in States has 


the distribution in ownership of sav- 
ings and family protection programs 
to the highest level on record. 

The thrift pacemaker has been life 
insurance. With 115 million policy- 
holders in legal reserve companies, up 
close to a third over 1950 and now 
representing practically two out of 
every three persons in the entire popu- 
lation, life insurance is far out in front 


as the nation’s leading median of indi- 
vidual thrift and personal and family 
protection. 

Big numerical and proportional 
gains have likewise been shown in the 
ownership of other forms of saving. 
Particularly noteworthy from the long 
view has been the rapid growth in the 
number of enrolled under 
private pension and retirement pro- 


per sons 


grams, insured and noninsured com- 
bined. Together these plans now cover 
about half of all nonfarm 


workers as against a proportion of 


civilian 


about a third a decade ago. 

Basic in this mass thrift picture is 
that the majority of American fami- 
lies have more than one form of sav- 
Millions. too, have other large 


financial resources such as increasing 


ings. 


equities in home and ownership of 
Thus 


the number of 


corporate and other securities. 
the record growth in 
savers and investors, as weil as in their 
accumulated backlogs in recent years, 
is a the thrift 
habit of the American people and to 
their efforts to provide for themselves 


tribute to ingrained 


and their dependents on their own. 
Here are some of the highlights of 

the people's thrift record as shown by 

Government 


figures compiled from 


and private sources: 
The 
legal reserve life insurance companies 
increased by 27 million in the Fifties, 
adding up to 115 million or 65 
cent of the population at the end of 
1959 as compared with 88 million or 
98 per cent of the population in 1950. 
he comparable figure in 1940 was 
68 million 


cent of the population. 


number of policyholders in 


pel 


policyholders or 51 per 
Savings ac- 
cumulated by policyholders behind 
their life insurance policies came to 
$91 billions at the end of 1959 as com- 
pared with $53.6 billions at the begin- 
ning of the Fifties and with only $24.7 
1940. 


The number of time depositors in 


billions in 


mutual savings and commercial banks 
aggregated 831% million, or 47 pet 
cent of the entire population at the 
end of 1959 as compared with about 
65 million or 43 per cent of the popu- 
lation in 1950. The 1940 figure was 
just under 52 million or 39 per cent 
of the population. Combined savings 
in these institutions were $97.6 billions 
at the end of last year versus $55.2 
billions in 1950 and $26.0 billions in 
1940. 
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at - alia 8 IS ww 


ner MBA 
Utah MBA Holds Third Servicing Clinic 


.- 





MBA is the 


regional mortgage associa- 


Utah 


number of 


one ol vrowing 


tions which have added a servicing 
clinic to their regular schedule of 
meetings lhis Assoc iation’s clink 

actually the third annual such meet- 


William Martin Heads 


William A. Martin, vice president 


and treasurer of Federal Title & In- 
surance Corp., Miami Beach, has been 
elected president of the Greater 
Miami MBA At the Association’s 
recent meeting with more than 250 
ittending, officers for the coming 
year were installed. Left to right, 
W. L. Randol, treasurer, National 
litle Insurance Company, Miami, a 


was held in Salt Lake City and, 


ing 
among other things, the group heard 
analyses of general credit require- 
ments in mortgage lending: the in- 


vestors’ and the FHA’s viewpoint on 


credit requirements; loan closing pro- 


Greater Miami MBA 


director: F. E. Scott, assistant vice 
president, Lon Worth Crow Com- 
pany, Miami, secretary-treasurer; 
Leeson A. Hogarth, vice president, 


Florida MBA and vice president, 


B. D. Cole. Inc... West Palm Beach: 
Mr. Martin and R. C. Houser, presi- 
dent, Florida Bond & Mortgage Co., 


Miami, vice president. 
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cedures and techniques and qualifi- 


cations for the secondary market. 
James T. Nichols, vice president, 
National Mortgage Company, Salt 


Lake City, was servicing chairman. 
Other 
Nelson, president of the Association 
and vice president, Zion’s First Na- 
tional Bank; Edward E. Arthur, vice 
president, Continental Bank and 
l'rust Company; Augustus C. Johns, 
Utah 
General 


speakers included Ernest A. 


mortgage loan representative, 
Life 
Iwamoto, 
FHA: 
Petterborg, vice president, 
Bank of Utah, N. A.;: 
John W. Cooper, vice president of 


American Insurance 
Nobuo 


examiner, 


Company ; super- 
Denzil 
First 
and 


visory loan 


Security 


the Association and vice president, 


Johnson-Anderson Mortgage Com- 
pany. 
MBA President B. B. Bass ad- 


dressed the clinic at the dinner session 
closing the clinic. Above, Mr. Nelson; 
President Bass and Franklin D. Rich- 
Richards- Woodbury 
Mortgage Corp., immediate past 
president of the Utah MBA and who, 
at the clinic, was given the Associa- 


ards, president, 


tion’s Distinguished Service Award 
for his work as chapter president 
last year. 


Mortgage Bankers 
Day Held at SMU 


Mortgage Bankers Day at Southern 
Methodist University in Dallas, where 
MBA annually holds one of its two 
Senior Executives Conferences, is an 
unique undertaking and one which 
the Educational Committee hopes can 
be developed in other schools over the 
country. This year it held in 
early May. Eight former presidents 
of Dallas MBA, including Jerry Frey, 
Jr., who directed this year’s arrange- 
ments, participated in the program, 
as well as L. O. Kerwood, MBA di- 
Mr. 


pro- 


was 


rector of education and research. 
Kerwood moderator of a 
gram where Aubrey M. Costa, former 
MBA and Dallas MBA president, dis- 
cussed “What the Mortgage Banker 
Can Do For You.” Mr. Frey spoke on 
“Buying a Home” and M. J. Mit- 
tenthal discussed “Real Estate as an 
Investment.” The most important 
part of this activity is to set aside a 


was 


vart of Mortgage Bankers Day to talk 
o students who have evidenced an 
nterest in mortgage banking, pointing 
vut what a career in our industry 
ntails and the rewards to be ex- 
pected. A portion of the day is de- 
voted to the public, where a general 
invitation is extended for people to 
come to the sessions and learn what 
they want to know about mortgage fi- 
nancing and buying and selling a 


home. 


Doings in the Locals 

At the recent meeting of San Diego 
MBA, members had a _ round-table 
discussion of rental vacancies and 
tract sales in San Diego, a reflection 
of the trend of many local associa- 
tions to utilize their meetings for the 
most practical type of discussions. . . . 
Robert E. Alshuler, president, Metro- 
politan Mortgage Corporation, Los 
Angeles, has been named to the board 
of the Southern California MBA, re- 
placing Walter Clark, resigned. 

Dean Hoye, who just completed a 
term as president of the Oklahoma 
MBA, has joined the Security Bank 
of Ponca City, Okla., as vice presi- 
dent. Until now he has been first vice 
president of the Albright Title & 
Trust Company of Newkirk, Okla. 


Armel Nutter, NAREB 
Head, Honored by MBA 


C. Armel Nutter, president of Nut- 
ter Mortgage Service, Camden, N. J. 
and Philadelphia, and president this 
year of the National Association of 
Real Estate Boards, was honored by 
MBA at a special ceremony in Chicago 
with presentation to him of a hand 
lettered scroll. Mr. Nutter has been 
a long-time member of MBA, served 
on its board of governors for several 
terms and was active in its various 
committee work. The scroll presented 
to him by President Bass at a regula 
meeting of NAREB’s principal com- 
mittees and board, recited his long 
and valued career in behalf of the 
mortgage industry and the Associa- 
tion. Mr. Nutter took advantage of 
the opportunity to say, as he has on 
previous occasions, that close coopera- 
tion between the real estate and mort- 
gage fields becomes more important 
all the time and that he would con- 
tinue to emphasize this need. 














Profiles of People 
at work in MBA 


J. DUVAL WEST of Dallas, partner in Jones-West Mortgage 
Company, is a mortgage banker whose 30-year career encompasses 
all phases of the industry, with broad excursions into its allied fields 
as well. A graduate of Southern Methodist University, and a li- 
censed attorney, he started out in real estate and building, has 
handled mortgage loan appraising for one of this country’s largest 
insurance companies and has served a stint, too, as a banker—to be 
specific, as vice president in charge of real estate loans for the Dallas 
National Bank. A past president of the Dallas 
MBA and the Dallas chapter, Society of Residential 
Appraisers, he is affiliated also with the city’s Real 
Estate Board and the Home Builders Association 
of Dallas County. Recipient of the 1953-54 J. E. 
Foster Award as his state’s “outstanding mortgage 
banker,” DuVal for the past 12 years has served 
as secretary-treasurer of the Texas MBA—a post he has filled with 
dedicated devotion and for which he has just been granted a lifetime 
membership in the organization. Unlike the prophet of old who (so 
the adage goes) went without honor in his own community, DuVal 

with his many years of top professional performance 
in Dallas-Fort Worth mortgage circles and, indeed, throughout Texas, 
as one of the most capable men in the business. Nationally, he serves 
MBA in various capacities, figuring prominently each year in its 
annual SMU Senior Executives Conference. He is the only membe1 
of MBA to twice fill the position of Conference chairman. This year, 
he is again an active, productive member of the MBA Educational 


is regarded 


Committee—no new role for this hard-working Texan. 





CAREY WINSTON is president of his own mortgage firm, The 
Carey Winston Company, Washington, D. C. Seattle-born and edu- 
cated (University of Washington), he started his mortgage caree1 
there in 1926. Eight years later he left the far Northwest, traveling 
to Washington, D. C. and a job as assistant general manager of 
HOLC. Becoming, next, a Deputy Board Member of the Federal 
Home Loan Bank, he eventually re-entered the mortgage industry 
“student” of 
receptive, as 


and in 1941 organized his own company. A serious 
the industry and its problems, Carey 
always, to new concepts and eager to pioneer new 
ideas—became, in 1958, one of the founding di- 
rectors of the Mortgage Corporation of America, 
another of this industry’s current efforts to broaden 
the investment range of mortgages. President, in 
1950, of the National Institute of Real Estate Man- 
agement, and, in 1955, of the Real Estate Board in D. C., he presently 
heads that city’s Kiwanis group. In MBA he has served on just about 
every major committee, and he’s been chairman of many. For his 
work as chairman of the Educational Committee in 1956, he received 
that year’s MBA Distinguished Service Award. An active supporter 
of the MBA educational program, he has for many years lectured 
at both the Northwestern and Stanford Schols. Formerly, a regional 
vice president and, currently, a member of the Board of Governors 
of the Association, Carey’s present position as chairman of the Pub- 
lic Relations Committee is most apropos—for through the years, he 
has ranked among the leading proponents of a strong public rela- 
tions effort by and for the industry he serves so well. 
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People : 


Roger C. Olson has been appointed 
executive vice president of Dwyer- 
Curlett and Co., Los Angeles, Richard 
F. Dwyer, president, announced. 
Olson started his mortgage loan career 
San 


Insur ance 


iS assistant manager, Francisco 
office, The Travelers Co 
in May, 1950. In January, 1955 he 
became a partner in Mason-McDuffie, 
Berkeley, in September, 1956, 
joined the East Bay Mortgage Serv- 


ice, Inc., Oakland, as vice president. He 


and 


was president of the California MBA 
in 1958-59 

He is a 
Bankers Association of Northern Cali- 


director of the Mortgage 


fornia, and has been a lecturer in 
eal estate finance and mortgage 
bankine at Berkeley and Stanford 





‘ 


Roger C. Olson Jay F. Zook 


Francis R. Armistead, president, 


Cincinnati Investment Corporation, 
the 


Zook 


that 


announced 
to Jay F 
Zook 


poration 


sale of the company 
Inc., Cleveland. Mz 
stated the Cincinnati cor- 


will continue operations as 
a Zook subsidiary 

Edward C, Ritchie comes to Cin- 
cinnati as executive vice president of 
He 
manager ol 
office of 


Life Insurance Company 


recently assistant 


Detroit 


the firm was 


the mortgage 


Mutual 


Armistead 


loan Massachusetts 
remains in an advisory and consulting 


capac ity 


Security Title Insurance Company 
Angeles announced the ap- 
Ernest L. Billman as 


executive vice president and manage) 


of Los 


pointment of 


of its Los Angeles office 
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: Events 
: Places : 


James DeNicholas, executive vice 
Institutional Mortgage 
Company, Hills, Calif., 
nounces the appointment of Burton 
W. Blase as the 


mortgage department. Blase was for- 


president, 
Beverly an- 


head of project 


merly assistant chief appraiser in 
charge of project mortgages for FHA 
the Angeles area. Blase 

the Minne- 
Army in 


joined the 


serving Los 
University of 
the U.S. 


Theatre and 


attended 
sota, served in 
the Pacific 
Federal Administration in 


1950 


Housing 


Purchase of over 93 per cent of 
the stock of Abstract and Title Guar- 
anty Company, Detroit, with assets 
$4,600,000. 
by Lawyers Title Insurance Corpora- 


Abstract and Title is Michigan’s 


of over was announced 
tion 
oldest title company 

Lawyers Title’s President, George 
C. Rawlings, said the purchase price 
of “around $4,000,000” made this by 
far the important acquisition 


Title up to this 


most 
made by Lawyers 
time 

Operations of the newly-acquired 
company will be combined with Law- 
litle’s Michigan operations. 
Lawvers Title maintains one of the 
largest of its 40 offices in 
Detroit, with the company’s 
Detroit National Title Division. 

While the Michigan 
the largest company Lawyers Title 


yers 


branch 


along 
company is 


has thus far purchased, it is the fourth 
major acquisition within the past 19 
In August, 1958, the com- 
pany the Atlantic Title 
Company in West Palm Beach, Flor- 
ida; in October of that year the com- 
pany purchased Title Guarantee & 
Trust Co. of Toledo, together with 
a Sandusky subsidiary; in November, 
1959, it purchased Central Abstract 
Corporation, Orlando, Florida. 


months. 
purchased 


Commonwealth Land Title  In- 


surance Company of Philadelphia has 





opened a new Norristown office and 
title plant in Lester G. 
Straub, assistant vice president, 
assisted by William R. Gilbert, assist- 
ant title officer. LeRoy D. Schoch, 
title officer. is 
settlement department of the 


charge of 


assistant manager ol 
the 
Norristown plant. Commonwealth, 
headed by William M. West, chair- 
man, and John B. Waltz, president, 


operates 28 offices in Philadelphia 


and nearby towns and agencies in 
12 states 
Harry Salk, president of Salk, 


Ward and Salk, Inc., of Chicago, has 


been elected a trustee of Roosevelt 


University, Chicago. 


The Pearce-Uible Co. has 
chased the Commander Corporation 
and Chas. E. Commander & Com- 
pany, Jacksonville, Florida, and the 
Com- 
The 
price was in excess of one million 
dollars. Pearce-Uible is the 
country’s largest developers and home 


pur- 


known as 
Company. 


firm will now be 


mander Mortgage 
one of 


and Commander Mortgage 
operate as a subsidiary of the 
company. W. H. Speir, previously 
executive Com- 
mander Corporation, is president of 
Commander Mortgage Company; 
D. E. Brewer, formerly secretary and 
treasurer of Commander, will hold 
the same post with the new company. 
Charles E. Commander, Jr. plans to 
engage in the insurance 
and mortgage business in Jackson- 


builders 
Ww ill 


vice president of 


real estate 


ville under a separate company. 


Where lenders have been diligent 
in operating under the Certified 
Agency Program success been 
the reward. A case in point is the 
Sarasota office of McCaughan Mort- 
gage Company, which has handled 
CAP applications for more than 
$11,000,000. Last year McCaughan’s 


has 


ipplications totaled $7,000,000, con- 
sisting of 71 per cent proposed con- 
struction and 29 per cent existing. 
[he firm’s Sarasota office is directed 
by Ola Sanders, Jr., who was for- 
merly HOLC in Omaha and 
has had a long career of government 
service since that time, first with the 
VA in later vice 
president of the Federal Home Loan 
Bank of Chicago and still later with 
FNMA as Atlanta 
office. 


with 
senior 


Chicago, 


manager of its 


The pages of The Mortgage Banker 
are primarily devoted to matters 


which concern mortgage bankers in 
their business lives but there is an- 
other side, the kind of lives they live 
outside their business. If the pages 
were bigger and there were more 
pages, this other side would provide 
some interesting reading. For in- 


stance, take Benjamin Levinson, pres- 
ident of the Franklin Mortgage Cor- 
poration, Detroit. He returned a few 
a tour of Europe, 


days ago from 


where he was received by Ambassa- 


dor Zellerbach in Paris, by Am- 
bassador Houghton in France, then 
to Monaco and finally Italy. There 


the Pope received him and his wife 
in special audience. Levinson came 
bearing gifts from the Governor of 
Michigan and the Mayor of Detroit 
for which the Pope thanked him and 
presented him with a special coin 
commemorating the first year of his 
pontificate. Though not of the Cath- 
olic faith, Levinson has over a long 
period of years been a hard worker 
Catholic 
undertakings. He attended school at 
the Catholic University of Villanova 
in Philadelphia and from that time 
on has failed to lend a hand 
to the work of the church. He’s ac- 
endeavors in 


for scores of charities and 


neve! 


tive in all sorts of civic 
Detroit, one-time 
treasurer of the Democratic National 
but, all, 
primarily a mortgage banker. 


was a assistant 


committee above has been 


$750 BILLION MORTGAGE 
Continued from page 15) 


share we want to take in taxes. For 
example, if taxes were to continue at 
16 per GNP we would be 
taxing ourselves $120 billion in 1970, 
or $40 billion more than now. It is 
not too soon to plan what we want to 


cent of 


do with that added income. Unless 
we let it go by default to Parkinson’s 
second law, which is that spending 
rises to meet income, we have the 
opportunity to take care of real na- 
tional needs and at the same time to 
the debt or the tax 


burden, or to do some of both. 


reduce relieve 


The American people will choose 


which of these routes they wish to 
take. 
We must decide now where our 


priorities lie, and in my view they are 
three: 

First, to provide for a strong na- 
tional defense, with the fervent hope 
that this necessity will be temporary 
and rapidly decreasing; 

Next, to work for a strong economy 
and a sound currency, because these 
are essential to healthy growth and 
the maintenance of our position in the 
world. This means balanced budgets, 
a continuing fight against inflation, a 
realization that no benefits can be 
provided from Washington that are 
not paid for sooner or later directly 


in taxes or indirectly through inflation. 





Obituaries 





Two recent presidents of the Cleve- 
land MBA passed away this year. Both 
were active for many years in mort- 
gage lending. 

Thomas M. McCulloch, 
vice president of the Union Commerce 
Bank, died after a heart operation. 
He had been with the bank for 37 
years and was the retiring president 
of the Cleveland MBA in 1959. 

H. Wallace Scannell, Equitable Life 
Assurance Society, city loan super- 
visor, was with that organization 22 
years. Mr. Scannell passed away after 
a lingering illness. He was president 


of the Cleveland MBA in 1958. 


age JO, 


Holt Bean, retired vice president of 


Life and Casualty Insurance Com- 
Nashville, died in his home 


city after an illness of two months. 


pany of 


He was a native of Tennessee. At 
one time he was in the mortgage 
business in Lewisburg and later in 


Nashville, but for the 22 years prior 
to his retirement in 1956 he was with 
Life and Casualty and was a director 
of the Company. 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











Large, well established Mideastern mort- 
gage company seeks man about 40 years 
of age who has five or more years experi- 
ence in origination of commercial and 
apartment mortgages. The right man with 
management capabilities can earn good 
salary, bonus and stock option arrange- 
ment. Please write in complete detail. All 
replies held confidential. Our organization 
is aware of this ad. Write Box 651. 


MORTGAGE OFFICER 

Full experience all mortgage activities. Hon- 
or college graduate, Graduate School of 
Banking, 8 years commercial bank. 5 years 
Vice President mortgage company, Real 
Estate Broker, Senior Residential Appraiser. 
Seeking new opportunity in position with 
challenge. Write Box 658. 


LOAN PRODUCTION MAN. Seventeen 
years experience, Insurance Company back- 
ground. Regional supervisor direct charge 
mortgage production, seven states. Exten- 
sive commercial loan experience. Married, 
small children. Résumé, references on re- 
quest. Write Box 659. 


Production Man. Experienced 
in originating loans and preparation of 
submissions to investors. Permanent posi- 
tion with growing mortgage banking insti- 


Mortgage 


tution. Write Box 660. 
Large Southeastern Life Insurance Com- 
pany desires mortgage man for home 


office. Must be college graduate with ex- 
tensive experience in all types conventional 
lending. Excellent opportunity. Write Box 
661. 


ACCOUNTANT /CONTROLLER 
Mortgage Banking Company, San Francisco 
Bay Area. Policy level. Salary open 
Should be experienced in mortgage bank- 
ing, budgeting, forecasting cost analysis 
Age under 50. Send résumé and salary 
desired. Write Box 663. 


Excellent opportunity for young man in 
Fort Wayne, Indiana commercial bank. 
Bank seeks manager to revitalize mortgage 
department, establish bank as correspondent 
for other lenders, and develop residential 
and production. Prosperous, 
progressive with excellent mortgage 
opportunities. Submit résumé education, 
experience, photograph and required salary. 
Write Box 664. 


commercial 
city 


Excellent opportunity in Phoenix branch 
of established mortgage company for man 
capable of assuming position of assistant 
branch manager. Background in FHA/VA 
processing, closing and servicing desirable. 
Employee benefits include non-contributory 
profit sharing plan and pension plan 
Please reply in full detail; letter held in 
strict confidence. Our employees know of 
this advertisement. Write Box 665 


Mortgage firm junior executive, age 30, 
experienced FHA, VA, conventional. Fa- 
miliar particularly with South and Mid- 
University of Florida graduate. Real 
Write Box 666. 


west. 
estate major. 
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“Here’s how we used 
The Road to Better Living 


and it has proved to be 
one of the best things 
we have ever done.” 
says Dale Thompson 

of Kansas City 


“IT saw the MBA film at the 1959 Convention and 
liked it. I thought it did a good job of portraying 
many of the services which the mortgage banker 
renders. I felt it succeeded very well in telling a good 
deal of what the mortgage industry is and its im- 
portance in the economy. 

“Our firm purchased a print and secured our own 
equipment for showing it. We contacted organiza- 
tions of all kinds in our area. So far we have 
arranged nearly 60 bookings. They have been before 
all sorts of organizations—churches, sales meetings, 
real estate, building owners and managers, appraisal, 
insurance and other business groups, chambers of 
commerce, real estate boards, service clubs and Ameri- 
can Legion posts. On occasions, it has had as many 
as three showings a day. It’s been shown at the 
Missouri State Real Estate Convention. Advance 
bookings extend into mid-June. Each showing has 
been before a worthwhile group—one the mortgage 
industry is interested in knowing better and one that 
our industry would like to know us better. As a 
mortgage industry project, The Road to Better Living 
has been a notable achievement. But, as we appre- 
ciated in the beginning, our sponsorship of the film 
has been to our advantage, too. Reaction to the film 
has been good and thus it is only natural that certain 
advantages would accrue to us because of our sponsor- 
ship. It has proved to be one of the best things 
we have ever done.” 


° 


Mr. Thompson is president of City Bond and Mortgage 
Company, Kansas City, and what he has done any firm can 
do—with advantage for the mortgage industry as well as the 
sponsoring firm. Prints for member firms are $150 each, or 
$250 if a special identifying trailer is made. 


FILM ORDER BLANK 

Department of Public Relations, 
Mortgage Bankers Association 
111 West Washington St. 
Chicago 2, Illinois 

Please send me prints of the film, “The Road to 
Better Living,” at $150 per print. My check payable to MBA 
is attached. 





Name (EEE 
Street ieneneionnstneniineinieesenaeatmeniie 
City Zone a —————EEE 
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S PECIALIZATION has become a neces- 
sity as title matters grow more complex. 
To keep pace with these changing times, 
we have developed “experts” in all areas 
of title work—abstracting, searching, in- 
spections, closing and more. 

You benefit when these specialists serve 
you. They provide quick, accurate answers. 
You know each individual request receives 
personalized attention from people well 
trained in a specific job. 

Put this specialized service to work for 
you. Write Title Insurance Company of 
Mimnesota or see your nearby Minnesota 
Title agent. 


> 


EE li ata allan 


J. C. Conne tty, Assistant Vice President and Assistant Counsel 


400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $5,000,000 
ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 
MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 
NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 














In 1861, the Pony Express was just nine months old 
and fast becoming an American Legend. Operating out of 
St. Joseph, Missouri, its hardy riders covered the 1,960 
miles to California in just eight days. That same year saw 
the beginning of Kansas City Title Insurance Company. 
Today mortgage bankers rely on its financial strength 
and experience gained from nearly 100 years of service. 








Title Insurance... 


For fast relay of mortgage transfers 


Ride roughshod over the delays and inconveniences of title 
tie-ups with a Kansas City Title Insurance Company policy. 
It gives you speedier and more profitable mortgage transfers. 
It gives your customers the predetermined title security 
they demand. 

Call in a Kansas City Title Insurance Company agent 
today for complete title service that saves your time and 
protects your profits. 


Aansas City Ufite 


— »o4)? Capital, Surplus and Reserves Exceed $6,000,000.00 
Since 1861 925 Walnut, Kansos City 6, Missouri 


z 





Branch Offices: 


Baltimore, Maryland; 210 North 
Calvert St. 


Little Rock, Arkansas; 214 Louisi- 
ana St. 

Nashville, Tenn.; S.W. Cor. 3rd & 
Union St 


Jackson, Miss.; 518 East Capitol St. 
Denver, Colo.; 1845 Sherman St. 


Greensboro, N. C., 317-18 South- 
eastern Bidg. 


Licensed in the following states: 
Alebome, Arkanses, Colorado, Delo- 
wore, Florida, Georgia, indione, 
Konsas, Lovisiona, Maryland, Missis- 
sippi, Missouri, Montane, Nebraska, 
Nevede, No. Carolina, Ohio, 5S. 
Coroline, Tennessee, Texes, Utoh, 
Virginie, Wisconsin, Wyoming, and 
the District of Columbia. 


Directory of Agencies furnished on 
request. 








